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1. Definitions 


1. “Accounting officer 1 ’ means the Municipal Manager of Alfred Duma local 
Municipality. 

2. “Executive Director Finance (CFO)” means a person designated in terms 
of the MFMA who performs such budgeting, and other duties as may in 
terms of section 79 of the MFMA be delegated by the accounting officer to 
the Executive Director Finance (CFO). 

3. “Capital budget” this is the estimated amount for capital items in a given 
fiscal period. Capital items are fixed assets such as facilities and equipment, 
the cost of which is normally written off over a number of fiscal periods. 


4. “Council” means the council of Alfred Duma Local Municipality. 

5. “Financial year” means a 12-month year ending 30 June. 


6. “Line item” an appropriation that is itemised on a separate line in a budget 
adopted with the idea of greater control over expenditure. 

7. “Operating budget” The Municipality’s financial plan, which outlines 
proposed expenditures for the coming financial year and estimates the 
revenues used to finance them. 

8. “Service delivery and budget implementation plan” means a detailed 
plan approved by the mayor of a municipality in terms of section 53(1) (c) 
(ii) for implementing the municipality’s delivery of municipal services and its 
annual budget. 

9. “Virement” is the process of transferring an approved budget allocation 
from one operating line item or capital project to another, with the approval 
of the relevant manager to enable budget managers to amend budgets in 
the light of experience or to reflect anticipated changes. 

10. “Function”/ “Vote” means one of the main segments into which a budget 
of a municipality is divided for the appropriation of funds for the different 
departments or functional areas of the municipality, and which specifies the 
total amount that is appropriated for the purposes of the department or 
functional area concerned. 


2. Background and Purpose 

2.1 Virement is the process of transferring approved funds from one line item 
of the budget to another, essentially a means of utilising funds set aside for 
one purpose within a budget for expenditure of a different purpose. 



2.2 Virement is to be used to encourage a flexible approach to utilising 
allocated funds, which enables managers to take advantage of opportunities 
that arise within the current financial year and give managers the motivation 
to reduce costs, control budgets and provide an efficient and effective 
service. 

2.3 Each year, the Municipality creates an annual budget which must be 
approved by Council. It is intended that the budget will be set for the duration 
of the financial year. However, circumstances and priorities may change 
resulting in over-budgeted and under-budgeted expenditure which will 
require movement between line items. 


Application of the Policy 

3.1 This policy applies to transfers between line items within functions/sub¬ 
functions. Virements can only take place within a function or 
within/between sub-functions and the same source of funding and the 
same region. 

3.2 Notwithstanding paragraph 3.1 above if there is a project extending 
over/incorporating more than one MSCOA function or sub function then 
savings in the budgetary allocation in a function or sub-function may be 
applied across the functions and/or sub-functions directly linked to the 
same Project and Funding Source. 

3.3 Section 28(2) of the MFMA provides that an adjustments budget may 
authorise the utilisation of projected savings in one vote/function towards 
the spending in another vote/function. MFMA Circular 89 provides that 
the creation of new projects or savings across functions can only take 
place through an adjustments budget. 

3.4 ‘Vote/’Function” means - 

(a) one of the main segments into which a budget of a municipality is 
divided for the appropriation of money for the different departments or 
functional areas of the municipality; and 

(b) which specifies the total amount is appropriated for the purposes of the 
department or functional areas concerned. 

(c) The Municipal Regulations on a Standard Chart of Accounts, 2014 and 
MSCOA chart (annually published) sets out functions and sub-functions. 


3.5 Virements from the repairs and maintenance project in the project 
segment will not be permitted. 

3.6 Virements to correct MSCOA classifications or to further split budgets for 
MSCOA purposes will be permitted through-out the financial year for all 


6.3 In accordance with Section 30 of the MFMA, no transfer of funds may be 
made from a line item of a budget for a particular year to a line item of a budget 
for a subsequent year. 

6.5 The transfer of funds in any year shall not give rise to expectations of a 
similar transfer occurring in a subsequent year. 

6.6 The transfer of funds must in any event not contravene the provisions of 
paragraph 4.6 of the MFMA Circular 51 (Municipal Budget Circular of the 
2010/2011 MTREF) which provides as follows: 

(a) “Virements should not be permitted in relation to the revenue side of the 
budget; 

(b) Virements between functions should be permitted where the proposed 
shifts in funding facilitate sound risk and financial management (eg. The 
management of central insurance funds and insurance claims from 
separate votes); 

(c) Virements from the capital budget to the operating budget should not be 
permitted. Operational funds may be shifted to the Capital budget but only 
via an Adjustments Budget; 

(d) Virements towards personnel expenditure should not be permitted except 
where: 

> The budget savings resulted from Outsourced Services within the same 
function in terms of a Council delegated authority 

(e) Virements to or from the following should not be permitted: bulk purchases, 
debt impairment, interest charges, depreciation, grants to individuals, 
revenue foregone, insurance and VAT; 

(f) Virements should not result in adding “new” projects to the Capital Budget; 

(g) Virements of conditional grant funds to purposes outside of that specified in 
the relevant conditional grant framework must not be permitted. 

6.7 As per MFMA Circular 89 virements should not be allowed from the repairs 
and maintenance project in the project segment. 

6.8 As per MFMA SCOA Circular No 8, if a virement results in a MSCOA 
segment change by adding a new project, changing the region or funding 
source, it is not allowed. MFMA SCOA Circular No 8 will be referred to for 
guidance as to whether a virement can be processed or if an adjustments 
budget is required. 


Procedure for Virement 


7.1 Transfers may only be made by the Heads of Department or senior 
delegated officials in the Budget and Treasury Department” 


7.2 The Accounting Officer shall prescribe a form on which all transfers shall 
be made, not limited to the following: 



MSCOA segments. These virements can also be prepared by the Budget 
Office, and approved by the Chief Financial Officer (CFO). These virements 
must also be distinguished as an “MSCOA Correction” on the virement form. 


4. Limitations on the amount of Virement 

4.1 (a) The total amount transferred within functions or sub-functions in any 
financial year may not exceed 20% of the total approved operating 
expenditure budget for that main function. 


(b) The total amount transferred from and to line items in the entire budget in 
any financial year may not exceed 10% of the total operating budget 
expenditure for that year. 

(c) The amount of any one transfer of funds between line items may not exceed 
the sum of R 200,000.00. 

4.2 A transfer which exceeds, or which would result in the exceeding of any of 
the limits referred to above may be performed if approved by the Accounting 
Officer. 


5. Virement Permitted only if Savinas are Projected 

A transfer of funds from one line item to another may only take place if there 
are projected savings from the line item from which the funds are to be 
transferred. 


6. Further Restrictions on Virement 

6.1 A transfer of funds between line items shall not be permitted if the virement: 

(a) alters the approved outcomes or outputs of an Integrated Development 
Plan; or 

(b) results in any adjustments to the Service Delivery and Budget 
Implementation Plan; 

(c) Contravenes any policy of the Municipality. 


6.2 To the extent that it Is practical to do so, transfers within the first three 
months of the financial year should be avoided unless this is required in terms 
of an MSCOA correction virement in paragraph 3.7 above. 



(a) The name of the department 

(b) Descriptions of the MSCOA segments to be used 

(c) The amount of the transfer 

(d) The saving in the line item from which the transfer is to be made 

(e) The reason for the transfer; and 

7.3 Each transfer shall be submitted by the Head of Department to the 
Executive Director Finance (CFO) 

7.3.1. The Executive Director Finance (CFO) can either: 

(a) Approve the transfer 

(b) Reject the transfer 

(c) Refer the transfer to the Municipal Manager 

7.4 Virements in respect of conferences and delegations and entertainment 
shall be approved by the HOD. 


8. Financial Responsibilities 

Strict budgetary control must be maintained throughout the financial year, in 
order to identity potential overspends and / or income under-recovery within 
individual vote departments are identified at the earliest possible opportunity. 
(Section 100 MFMA) 

The Executive Director Finance (CFO) has a statutory duty to ensure that 
adequate policies and procedures are in place to ensure an effective system of 
financial control. The budget virement process is one of these controls. (Section 
27(4) MFMA) 

It is the responsibility of each manager of head of a department or activity to 
which funds are allocated, to plan and conduct assigned operations so as not to 
expend more funds than budgeted. In addition, they have the responsibility to 
identity and report any irregular or fruitless and wasteful expenditure in terms of 
the MFMA sections 78 and 102. 


9. Reporting 

The Accounting Officer shall submit a report on all transfers made under this 
Policy to the Mayor every quarter. 



AnnexuRj& s 

ALFRED DUMA LOCAL MUNICIPALITY INVENTORY POLICY 



Local Municipality 


ALFRED DUMA LOCAL MUNICIPALITY 
INVENTORY MANAGEMENT POLICY 






a. 


ALFRED DUMA LOCAL MUNICIPALITY INVENTORY POLICY 


Contents 

Page No. 


1. Definitions 3 

2. Objective 5 

3. Scope 5 

4. Legal Framework 5 

5. Inventory Procedure 7 

Inventory Record 11 

6. Reporting 12 

7. Policy Adoption 12 


1. DEFINITIONS 

1.1 In this Policy, unless the context indicates otherwise, the following definitions are applied:- 
“Accounting Officer” means the Municipal Manager for the Municipality as contemplated in 

section 60 of the Local Government: Municipal Finance Management Act, 56 
of 2003 

“CFO” means the Chief Financial Officer designated in terms of section 80(2)(a) of 

the Local Government: Municipal Finance Management Act, 56 of 2003 

“Delegated authority’ means the official who is given the authority for relevant functions in terms of 

the municipality’s written delegations; 

“ Inventories t” are assets: 

In the form of material or supplies to be consumed in the production process, 
In the form of materials or supplies to be consumed or distributed in the 
rendering or services 

Held for sale or distribution in the ordinary course of operations, or 
In the process of production for sale or distribution 
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“Obsolete inventory" 
“Re-order level" 

“Requisition form” 


means items that have expired, are redundant or damaged; 

means the level of inventory at which inventory is re-ordered; 

means a written request to the Inventory Supervisor to supply specified 
inventory; 


“Store” means a place where inventory is stored and reserved for future use, or a 

source from which supplies may be drawn; 

“Inventory Accountant" means the official responsible for the requisition, receipt, issue, recording 

and safeguarding of inventory; and 


“Storeman" 


means the official responsible for the cost-effective and efficient 
management of inventory. 


2. OBJECTIVE OF THE POLICY 

2.1 The policy aims to achieve the following objectives which are to:- 

a) Provide guidelines that must be followed in the management and control of inventory, including 
safeguarding and disposal of inventory. 

b) Procure inventory in line with the established procurement principles contained in the Municipality’s 
Supply Chain Management Policy. 

c) Eliminate any potential misuse of inventory and possible theft. 

3. SCOPE 

3.1 This policy applies to EMNAMBITHl/LADYSMITH MUNICIPALITY’S inventory section of the department of 
finance. 

3.2 This policy specifically excludes: 

a) Pharmaceutical inventory, livestock and face value forms; and 

b) Equipment and other assets not defined as inventory; 
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4. LEGAL FRAMEWORK 

4.1 In terms of the MFMA, the Accounting Officer for a municipality must: 

a) Be responsible for the effective, efficient, economical and transparent use of the resources of the 
municipality as per section 62 (1)(a); . 

b) Take all reasonable steps to prevent unauthorised, irregular and fruitless and wasteful 
expenditure and other losses as per section 62(1 )(d); 

c) Be responsible for the management, including the safeguarding and the 

maintenance of the assets, and for the management of the liabilities, of the 

municipality as per section 63 (1)(a) and (b). 

4.2 In terms of the following paragraph of GRAP 12: 

14 Inventories shall be recognized as an asset if, and only if, 

a) it is probable that future economic benefits or service potential associated with the item will flow to 
the entity ,and 

b) the cost of the inventories can be measured reliably 

MEASUREMENT AT RECOGNITION 

.15 Inventories that qualify for recognition as assets shall initially be measured at cost 

16 Where inventories are acquired at no cost, or for nominal consideration, their costs shall be their fair value 

as at the date of acquisition 

MEASUREMENT AFTER RECOGNITION 

.17 Inventories shall be measured at the lower of cost and net realization value, except where paragraph .18 
applies 

18 Inventories shall be measures at the lower of cost and current replacement cost where they are held for: 

a) distribution at no charge or for a nominal charge ,or 

b) consumption in the production process of goods to be distributed at no charge or for a nominal 
charge. 

RECOGNITION AS AN EXPENSE 

.43 When inventories are sold, exchanged or distributed the carrying amount of those inventories shall be 
recognized as an expense in the period in which the related revenue is recognized. If there is no related 
revenue, the expense is recognized when the goods are distributed, or related service is rendered. The 
amount of any write-down of inventories to net realizable value and all losses of inventories shall be 
recognized as an expense in the period the write-down or loss occurs. The amount of any reversal of any 
write -down of inventories .arising from an increase in net realizable value, shall be recognized as a 
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reduction in the amount of inventories recognized as an expense in the period in which the reversal 
occurs. 

.44 Some inventories may be allocated to other assets accounts, for example, inventory used as a component 
of self-constructed property, plant or equipment. Inventories allocated to other assets in this way are 
recognized as an expense during the useful life of that asset. 

5 PURPOSE OF THE INVENTORY PROCEDURES 

5.1 The procedures for inventory must be followed to ensure that: 

a) Inventory is safeguarded at all times; 

b) There are accurate records of quantities on hand at all times; 

c) Optimum inventory levels are maintained to meet the needs of users; 

d) Only authorised issues of inventory are made to users; and 

e) Items placed in store are secured and only used for the purpose for which they were purchased. 

5.1.1 Inventory Procedure : Aquisitions 

The store’s manager in our case the Accountant: Inventory will complete a procurement request form (PRF). 

The section head (Assistant Manager: Assets and Inventory) and the Head of Department (CFO) will approve the 
requisition. 

PRF will be sent to Supply Chain Management. 

SCM will obtain the quotes and place the orders. 

Orders will be received by the store’s manager (Accountant: Inventory) and he/she must keep records of the 
original delivery note and forward the copy of the delivery note to the Creditors together with the GRN. 

The store’s manager (Accountant Inventory) will complete the goods received note and forward it to the creditors. 
Creditors will attach the GRN to the Original order with the copy of the delivery note and capture the recieps into 
financial system. 

5.1.2 Inventory Procedure. 

Maintainance stores 

• The purpose of the stock take is to ensure that reconciliations between manual system (bin Cards) and 
the financial system are fully reconciled and 

• to eliminate discrepancies in stock items, fraud and corruption. 

• The procedure for conducting the stock count 

• Quality control procedures throughout the year 

• Disclosures 

5.1.3. Distribution 
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• A stores requisition will be completed for all issues from stores. 


5.2 Appointment of Responsible Officials 

5.2.1 The CFO must appoint, in writing, officials to perform the duties of an inventory accountant and storeman 
in terms of this Policy. 

5.2.2 Adequate segregation of duties between the requisition, receipt, recording, storage and safekeeping of 
inventory and the management and control thereof must be maintained to avoid the potential occurrence 
of errors and fraud. 

5.3 Ordering of Inventory 

5.3.1 Each department must set its own Inventory reorder levels for all items in consultation with the CFO, the 
inventory levels must indicate the minimum and maximum inventory that can be maintained. 

5.3.2 Due diligence and care shall be exercised in identifying low value and high value items of inventory 

5.3.3 Minimum inventory level of high value items shall be ordered, any maximum order shall be based on 
specific requirement/need in order to avoid large amount of cash tied up on inventory. 

5.3.4 A reorder listing should be printed daily and reviewed by the Inventory Accountant 

5.3.5 The Accountant must use the listing as a primary source of information to complete the requisition form. 

5.3.6 The requisition form must be completed in duplicate, with one copy kept in the requisition book and an 
original copy forwarded to the procurement section. 

5.3.7 A copy of the purchase order form will then be forwarded by the procurement department to the inventory 
department. 

5.3.8 Orders must thereafter be filed in date sequence. 

5.3.9 This file must form the basis for follow up of orders and for matching goods that are delivered to inventory 
section. 

5.3.10 The orders file should be reviewed daily by the Inventory Accountant and any orders, which have not been 
delivered as per the agreement with the buyer, must be followed up immediately. 

5.4 Receipt of Inventory 

5.4.1 The quantity and quality of the inventory received from suppliers must be according to specifications. 

5.4.2 The Storeman must compare the delivery note to the purchase order before accepting the goods. 

5.4.3 The invoice must match the supplier name and order number. 

5.4.4 Inventory Supervisor (as per deployment) must ensure that: 

a) All delivery notes are signed 

b) All incorrect delivery items are rejected and clearly identified on both copies of the delivery note; 
and 
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c) The supplier signs all amendments 

5.4.5 The inventory received must be transferred to the secured store by the Inventory Supervisor and the 
inventories must be stored in their respective sections as detailed in 5.5. 

5.4.6 The inventory record/register/database must be updated. 

5.5 Storage of Inventory 

5.5.1 Inventory must be stored in a secured, exclusive use area, under lock and key, furthermore the inventory 
must be insured in terms of the Risk Management Policy of the municipality. 

5.5.2 The area must be used exclusively for the storage of inventory, with limited authorized access only. 

5.5.3 Inventory must be positioned to facilitate efficient handling and checking. 

5.5.4 All items must be stored separately, with proper segregation. 

5.5.5 Inventory must be clearly labeled for easy identification. Inventory tag/bin cards or inventory labels may be 
used to identify each item and to aid in the physical verification of the items. Details should include the 
following: 

a) Order number; 

b) Quantity received; 

c) Date of receipt; 

d) Quantity issued; 

e) Date of issue; 

f) Maximum stock level; 

g) Re-order level; 

h) Re-order quantity; 

i) Closing stock; and 

j) Any other relevant information. 

5.5.6 Where possible, all items of the same type and reference must be stored together as per the description 
on the inventory records. 

5.5.7 Items with limited shelf life must be rotated on a first in first out basis, in accordance with paragraph .35 of 
GRAP, to reduce the occurrence of expired or obsolete stocks. 

5.5.8 Due diligence and care must be exercised to prevent damage of, or deterioration of inventory. 

5.5.9 Due regard must be given to any safety standards which may apply to the storage of certain inventories. 

5.5.10 Steps must be taken to ensure safe custody of items, including precautions against loss or theft. 

5.5.11 The Storeman or Delegated Official responsible for the custody and care of inventory must ensure that in 
his/her absence, such items, where applicable, are securely stored. 

5.5.12 The responsibility for the custody of the storeroom keys must be allocated by the delegated authority to an 
official who is accountable for its use. 
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5.5.13 No unauthorised persons/officials shall obtain entry to premises, buildings or containers where inventory is 
kept, unless accompanied by the responsible official. 

5.5.14 Whenever a change in Inventory Accountant or Storeman occurs, an inventory count must be conducted. 

5.5.15 An independent official shall be nominated in writing by the delegated authority to assist the official 
handing and taking over with the checking of the inventory and any discrepancies. 

5.5.16 Should the above not be complied with, the official taking over shall be liable for any discrepancies. 

5.5.17 A handing-over certificate, must be completed by the handing and taking over officials and a copy retained 
for record purposes. 

5.5.18 The following fire protection precautions must be adhered to: 

a) Inventories of an inflammable or dangerous nature shall be stored and handled in such a manner 
that persons or property are not endangered and in compliance with the requirements of any local 
authority; 

b) The area must be clearly signposted; and 

c) Fire extinguishing equipment must be placed in the area where inventories are held and must be 
serviced regularly. 

5.6 Issue of Inventory 

5.6.1 Only the Storeman is authorised to issue inventory from the storeroom. 

5.6.2 Inventory must only be issued in terms of the approved requisition form of the Municipality. 

5.6.3 All requisition forms must be ruled off immediately below the last item to prevent items being added once 
the requisition is authorised by the responsibility manager. 

5.6.4 The Storeman must verify that items ordered match items reflected on the requisition form. 

5.6.5 The official receiving the inventory must acknowledge in writing, the receipt of inventory. 

5.6.6 Inventories must be issued and used for official purposes only. 

5.7 Obsolete inventory 

5.7.1 The preparatory work for the disposal of obsolete inventory must be undertaken by the Storeman and 
endorsed by the Inventory Accountant. 

5.7.2 The Accounting Officer or delegated authority must convene a Disposal Committee for the disposal of 
obsolete inventory. 

5.7.3 The Disposal Committee should consist of at least four officials, one of whom must act as the chairperson. 

5.7.4 The delegated authority may approve the write-off of inventory, if satisfied that: - 

a) The inventory has expired and is redundant; 

b) The inventory is of a specialised nature and has become outdated due to the introduction of 
upgraded and more effective products; 

c) The inventory cannot be used for the purpose for which it was originally intended; or 
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d) The inventory has been damaged and is rendered useless. 

e) The Accounting officer is delegated to sign/authorize the disposal of current Assets which Includes 
Inventory under GRAP 12 of an amount not greater than RIO million. 

5.7.5 All disposed of items must be updated in the inventory records/register/database for the purposes of 
proper management and control. 

5.8 Inventory count 

5.8.1 Items may be subject to an inventory count on a monthly basis. 

5.8.2 Where the quantity of inventory is too large for the count to be completed on a single occasion, inventory 

counts may be carried out on a rotational basis with a full inventory count at the end of each financial year. 

5.8.3 All approved Municipal procedures and processes must be complied with during the inventory count. 

5.8.4 The Inventory Accountant must document and report to the CFO after investigating any discrepancies 
between the inventory records/register/database, bin/tag cards or inventory labels and the physical 
inventory. 

5.8.5 The CFO must submit a report with the findings to the Assistant Manager Finance: Assets, in order to 
have the matter reported to the Executive Committee of the Municipality for the write-off of any inventories 
losses, or the write -up of surpluses. 

5.8.6 The appropriate disciplinary action must be instituted when applicable. 

5.8.7 The inventory record/register/database must be updated accordingly. 

6 INVENTORY RECORDS 

6.1. An inventory record/register/database must be maintained for all inventory items, either manually and / or 
electronically. 

6.2 All relevant information must be included for the proper management and control of all inventory items. It 
is recommended that details include but are not limited to: 

a) Order number/date; 

b) Item description; 

c) Quantity and value of stock on hand; 

d) Quantity and value of stock received; 

e) Quantity and value of stock issued; 

f) Re-order level; 

g) Optimum inventory level; 

h) Quantity and value of obsolete stock; and 

i) Opening/closing balance. 
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6.3 An inventory register/database must be printed monthly and the hard copy filed in a chronological order to 
maintain a proper audit trail. 

7. REPORTING 

7.1 A report must be submitted at least quarterly to the Chief Financial Officer and/or the Responsibility 
Manager detailing the following: 

a) Any inventory shortages or surpluses and the reasons for such; 

b) Any inventory deficits proposed to be written-off; and 

c) Any obsolete inventory items. 

7.2 Inventories purchased during the financial year must be disclosed at cost in the disclosure notes of the 

Annual Financial Statements of the Municipality. 

7.3 In terms of GRAP the financial statements shall disclose: 

a) the accounting policies adopted in measuring inventories, including the cost formula used, 

b) the total carrying amount of inventories and the carrying amount in classifications appropriate to 

the entity, 

c) the carrying amount of inventories carried at fair value less costs to sell, 

d) the amount of inventories recognized as an expense during the period, 

e) the amount of any write-down of inventories recognized as an expense in the period in accordance 

with paragraph .43, 

f) the amount of any reversal of any write-down that is recognized as a reduction in the amount of 
inventories recognized as an expense in the period in accordance with paragraph .43, 

g) the circumstances or events that led to the reversal of a write-down of inventories in accordance 
with paragraph .43,and 

h) the carrying amount of inventories pledged as security for liabilities. 

8 POLICY ADOPTION 

This policy has been considered and approved by the Council of Ladysmith/Emnambithi Municipality 
on this day.of.2013 


Pape 10 of 11 





Il 


ALFRED DUMA LOCAL MUNICIPALITY INVENTORY POLICY 


HANDING-OVER CERTIFICATE 


I certify that this is a true statement of inventory as per stock report attached hereto and that inventory has been 
duly accounted for. 

Signature of official handing over inventory:__ 

Designation : 

Date : 


I certify that this is a true statement of inventory as per stock report attached hereto and that 1 inventory has 
been duly accounted for 

Signature of official taking over inventory: _ 

Designation :_ 

Date : 
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Key definitions 

"Accounting Officer"- 
Means the Municipal Manager; 

“Asset” 

Resources controlled by an entity as a result of past events and from which 
future economic benefits or service potential are expected to flow to the entity. 

“Basic Municipal Service” 

Means a municipal service that is necessary to ensure an acceptable and 
reasonable quality of life and which, if not provided, would endanger public 
health or safety or the environment; 

“Carrying Amount” 

The amount at which an asset is recognised after deducting any accumulated 
depreciation and accumulated impairment losses. 

“Chief Financial Officer” 

Means a person designated in terms of section 80(2) (a) of the MFMA; 

“Cost” 

The amount of cash or cash equivalents paid or the fair value of the other 
consideration given to acquire an asset at the time of its acquisition or 
construction or, where applicable, the amount attributed to that asset when 
initially recognised in accordance with the specific requirements of other 
Standards of GRAP 

“Councillor” 

Means a member of a municipal council; 
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"Current year” 

Means the financial year, which has already commenced, but not yet ended; 

“Depreciable amount” 

The cost of an asset, or other amount substituted for cost, less its residual 
value. 

Depreciation” 

The systematic allocation of the depreciable amount of an asset over its useful 
life. 

“Fair value” 

The amount for which an asset could be exchanged or a liability settled, 
between knowledgeable, willing parties in an arm’s length transaction. 

"Financial year" 

Means a twelve months period commencing on 1 July and ending on 30 June 
each year 

"Financing agreement" 

Includes any loan agreement, lease, and instalment purchase contract or hire 
purchase arrangement under which a municipality undertakes to repay a long¬ 
term debt over a period of time; 

GRAP 17” 

The accounting standards applicable to municipalities 
GRAP - Generally Recognised Accounting Practice 


“Heritage assets” 
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Some assets are described as “heritage assets” because of their cultural, 
environmental or historical significance. Examples of heritage assets include 
historical buildings and monuments, archaeological sites, conservation areas 
and nature reserves, and works of art. 

“Impairment loss” 

• Of a cash-generating asset is the amount by which the carrying amount of 
an asset exceeds its recoverable amount. 

• Of a non-cash-generating asset is the amount by which the carrying amount 
of an asset exceeds its recoverable service amount. 

“Infrastructure assets” 

These assets usually display some or all of the following characteristics: 

(a) They are part of a system or network, 

(b) They are specialised in nature and do not have alternative uses, 

(c) They are immovable, and 

(d) They may be subject to constraints on disposal. 

Examples of infrastructure assets include road networks, sewer systems, water 
and power supply systems and communication networks. 

“Inventory” 

Are assets: 

(a) In the form of materials or supplies to be consumed in the production 
process, 

(b) In the form of materials or supplies to be consumed or distributed in the 
rendering of services, 

(c) Held for sale or distribution in the ordinary course of operations, or 

(d) In the process of production for sale or distribution 
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"Investment" 

In relation to funds of a municipality, means- 

fa) The placing on deposit of funds of a municipality with a financial institution; 
or 

(b) The acquisition of assets with funds of a municipality not immediately 
required, with the primary aim of preserving those funds; 


“Investment properties” 

Property (land or a building or part of a building - or both) held (by the owner or 
by the lessee under a finance lease) to earn rentals or for capital appreciation or 
both. 

"Local community" 

Has the meaning assigned to it in section 1 of the Municipal Systems Act; 

"Municipal Structures Act" 

Means the Local Government: Municipal Structures Act, 1998 (Act No. 117 of 
1998); 

"Municipal Systems Act" 

Means the Local Government: Municipal Systems Act, 2000 (Act No. 32 of 
2000); 

“Long-term debt” 

Means debt repayable over a period exceeding one year; 


"Municipal council" or "Council 
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Means the council of a municipality referred to in section 18 of the Municipal 
Structures Act; (refer to the MSA for definition); 

"Municipality"- 

(a) when referred to as a corporate body, means a municipality as described 
in section 2 of the Municipal Systems Act; or 

(b) When referred to as a geographic area, means a municipal area 
determined terms of the Local Government: Municipal Demarcation Act, 
1998 (Act No. 27 of 1998); 

“MFMA” 

The Local Government: Municipal Finance Management Act (No. 56 of 2003) 

"Municipal Manager" “MM” 

Means a person appointed in terms of section 82(1) (a) or (b) of the Municipal 
Structures Act; 

"Municipal service" 

Has the meaning assigned to it in section 1 of the Municipal Systems Act (refer 
to the MSA for definition); 

"National Treasury" “NT” 

Means the National Treasury established by section 5 of the Public Finance 
Management Act; 

"Official” 

Means- 

(a) An employee of a municipality or municipal entity; 

(b) A person seconded to a municipality or municipal entity to work as a 
member of the staff of the municipality or municipal entity; or 
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(c) A person contracted by a municipality or municipal entity to work as a 
member of the staff of the municipality or municipal entity otherwise than 
as an employee 

“Property Plant and Equipment” 

Are tangible assets that: 

(a) Are held for use in the production or supply of goods or services, for rental 
to others, or for administrative purposes, and 

(b) Are expected to be used during more than one reporting period. 

“PT”, “Provincial Treasury” 

Means the Provincial Treasury branch established by section 5 of the Public 
Finance Management Act; 

"Quarter" 

Means any of the following periods in a financial year: 

(a) 1 July to 30 September; 

(b) 1 October to 31 December; 

(c) 1 January to 31 March; or 

(d) 1 April to 30 June; 

“Recoverable amount” 

The higher of a cash-generating asset’s net selling price and its value in use. 
“Residual value” 

The estimated amount that an entity would currently obtain from disposal of the 
asset, after deducting the estimated costs of disposal, if the asset were already 
of the age and in the condition expected at the end of its useful life. 



»3 


Final Asset Management Policy 2020/21 


“Useful life” 

(a) The period over which an asset is expected to be available for use by an 
entity, 

or 

(b) The number of production or similar units expected to be obtained from the 
asset by an entity. 

"Vote" 

Means- 

(a) One of the main segments into which a budget of a municipality is divided 
for the appropriation of money for the different departments or functional areas 
of the municipality; and 

(b) Which specifies the total amount that is appropriated for the purposes 
of the department or functional area concerned. 
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Statutory and regulatory framework 

This policy must comply with all relevant legislative requirements including: 

• The Constitution of the Republic of South Africa, 1996 

• The Municipal Structures Act, 1998 

• The Municipal Systems Act, 2000 as amended 

• The Division of Revenue Act (enacted annual) 

• The Municipal Finance Management Act, 2003 

• The Local Government: Municipal Finance Management Act, 2003 - 
Municipal Asset Transfer Regulations (Gazette no. 31346). 

This policy must comply with the standards specified by the Accounting 
Standards Board. The current relevant recognized accounting standards 
include: 

• GRAP 17 Property Plant and Equipment 

• GRAP 12 Inventories 

• GRAP 103 Heritage Assets 

• GRAP 16 Investment Properties 

• GRAP 31 Intangible Assets 

This policy will be updated annually or whenever legislative or accounting 
standard amendments significantly change the requirements pertaining to 
asset management in general and the administration of property, plant and 
equipment. 

This policy should be read in conjunction with all applicable Alfred Duma 
Local Municipality policies including the Supply Chain Management Policy. 



1ST 


Final Asset Management Policy 2020/21 


Asset Management Policy Summary 


Objectives Key principles to be achieved 


The objectives of this policy are to 
ensure that assets are managed and 
accounted for by: 

• Accurate recording of fixed assets 
and related transactions 


• Compliance 

with 

municipal 

legislation 

and 

accounting 

standards 



• Compliance 

with 

accounting 

policies and standards 



• Providing management information 
on fixed assets 

• To ensure Asset Controllers are 
aware of their responsibilities in 
regards to assets. 

• To set out the standards of physical 

management, recording and 

internal controls to ensure property, 
plant and equipment are 

safeguarded against inappropriate 
loss or utilisation. 

• To specify the process required 
before expenditure on assets. 

• To prescribe the accounting 


Safekeeping of assets 

Accurate, complete recording of all 
the municipality’s fixed assets 

Each departmental manager is 
responsible for the fixed assets in 
their department 

Asset register must balance to the 
financial statements 

Fixed assets must be properly 
maintained and insured 

The fixed assets register and 
annual financial statements must 
comply with the applicable 
accounting standards and 
legislation applicable at the time 

















Final Asset Management Policy 2020/21 


treatment for assets including: 

- The criteria to be met before 
expenditure can be capitalised as 
an asset, 

- The criteria for determining the 
initial cost of the different assets 

- The method of calculating 
depreciation for different assets, 

- The criteria for capitalising 
subsequent expenditure on assets, 

- The policy for scrapping and 
disposal of assets, 

- The classification of assets. 


Key performance areas (strategic intent) 

No. 

• 

Classification of fixed assets 


• 

Accounting for Property, Plant and Equipment 


• 

Safekeeping and identification of fixed assets 


• 

Format of fixed assets register 


• 

Acquisition and replacement 


• 

Capitalisation criteria 


• 

Management and operation of assets 
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• General planned & deferred Maintenance 

• Depreciation of fixed assets 

• Amendment of asset lives and impairment 

• Funding sources and reserves 

• Re-valuation of fixed assets 

• Insurance, loss, damage, theft 

• Disposal and retirement from use 

• Disclosure 















Final Asset Management Policy 2020/21 


Classification of fixed assets 
Objectives 

To ensure that fixed assets meeting certain criteria and characteristics are grouped 
and classified together according to regulated guidelines and standards. 

Property, plant and equipment 

The Chief Financial Officer shall insure that all fixed assets are classified as follows 
in the Annual Financial Statements and fixed assets register: 

• Land and buildings 

• Infrastructure assets 

• Community assets 

• Heritage assets 

• Investment property 

• Intangible Assets 

• Leased Assets 

• Housing Development Fund 

• Other assets 
Land and buildings 

This includes property held/used for: 

• The use in the production or sale of goods and services and administrative 
purposes 

• Sale in the ordinary course of business 

• Held for future own use or development 

• Occupied by the municipality or employees 
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• Social services that generate cash flows where the revenue is incidental to the 
actual purpose 

4.4 Infrastructure Assets 

In terms of GRAP 17 these assets usually display some or all of the following 
characteristics: 

• They are part of a system or network, 

• They are specialised in nature and do not have alternative uses, 

• They are immovable, and 

• They may be subject to constraints on disposal. 

Examples of infrastructure assets include road networks, sewer systems, water and 
power supply systems and communication networks. 

.5 Community Assets 

These assets are used by members of the community and include items such as: 

• Community halls or centres 

• Parks and Gardens 

• Stadiums and sports grounds 

.6 Heritage assets 

.6.1 Fixed assets register 

If no original costs or fair values are available in the case of heritage assets, the 
Asset Manager should record such asset or assets in the fixed asset register at a 
value as determined in terms of the guidance and accounting standards for heritage 
assets. 
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Annual financial statements 

For purposes of compiling the statement of financial position, the existence of such 
heritage assets shall be disclosed by means of an appropriate note in the Annual 
Financial Statements. 

Investment property 

Investment property is property (land or a building - or part of a building - or both) 
held (by the owner or by the lessee under a finance lease) to earn rentals or for 
capital appreciation or both, rather than for: 

(a) use in the production or supply of goods or services or for administrative 
purposes; or 

(b) sale in the ordinary course of operations. These are investment assets held as 
resources for capital or operational gain 

Accounting and recording 

• Investment Property assets will be accounted for in terms of GRAP 16 and initially 
recorded at cost including transaction cost. Following initial recognition, the 
investment property will be recognized at fair value reflecting the market 
conditions at the reporting date. An expert valuer may be engaged by the 
municipality to undertake such valuations. 

• Transfer to and from investment property will be in accordance with GRAP 12 
Inventories or GRAP 17 Property Plant and Equipment whichever is appropriate. 

• If the council of the municipality resolves to construct or develop a property for 
future use as an investment property, such property will be accounted for as 
property, plant and equipment until it is ready for its intended use and reclassified 
as an investment property. 

Depreciation 

• Investment Properties assets shall not be depreciated, but shall be valued on 
balance sheet date to determine their fair (market) value 

• Investment Properties assets shall be recorded in the statement of position at 
such fair value 
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4.7.3 Valuation 

• Adjustments to the previous year’s recorded fair value shall be accounted for as 
either gains (revenues) or losses (expenses) in the accounting records of the 
department or service controlling the assets concerned 

• The Municipal Valuer shall be engaged by the municipality to undertake such 
valuations 

• Where the council of the municipality resolves to construct or develop a property 
for future use as an investment property, such property shall in every respect be 
accounted for as an ordinary fixed asset until it is ready for its intended use - 
where after it shall be reclassified as an investment asset 

4.7.4 Classification 

An asset will be classified as an Investment property as per the requirements of 
GRAP 16, if it is land (serviced vacant land) it shall fall into this category and (un¬ 
serviced vacant land) to either PPE, Inventory, Heritage or Other applicable 
standards. Land marked for RDP Housing shall be classified as PPE or Inventories 
guided by the requirements of both standards and the intention of Council and not 
investment properties. 

4.8 Intangible Assets 

GRAP 31 defines an intangible asset is an identifiable non-monetary asset without 
physical substance. 

An asset meets the identifiably criterion in the definition of an intangible asset when 
it: 

• Is separable, i.e. is capable of being separated or divided from the entity and 
sold, transferred, licensed, rented or exchanged, either individually or together 
with a related contract, asset or liability; or 

• Arises from contractual rights (including rights arising from binding arrangements) 
or other legal rights (excluding rights granted by statute), regardless of whether 
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those rights are transferable or separable from the entity or from other rights and 
obligations. 

Leased Assets 

Leased assets will be treated in terms of GRAP 13 (Leases). 

Finance lease 

A finance lease is a lease that transfers substantially all the risks and rewards 

incidental to ownership of an asset. Title may or may not eventually be transferred. 

The following are examples of situations which would normally lead to a lease being 

classified as a finance lease, a lease does not need to meet all these criteria in order 

to be classified as a finance lease: 

• The lease transfers ownership of the asset to the lessee by the end of the lease 
term, 

• The lessee has the option to purchase the asset at a price which is expected to 
be sufficiently lower than the fair value at the date the option becomes 
exercisable for it to be reasonably certain, at the inception of the lease, that the 
option will be exercised. 

• The lease term is for the major part of the economic life of the asset even if title is 
not transferred 

• At the inception of the lease the present value of the minimum lease payments 
amounts to at least substantially all of the fair value of the leased asset 

• The leased assets are of a such a specialised nature that only the lessee can use 
them without major modifications, and 


The leased assets cannot easily be replaced by another asset. 
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Any initial direct costs of the lessee are added to the amount recognised as an asset. 
The costs identified as directly attributable to activities performed by the lessee for a 
finance lease are added to the amount recognised as an asset. 

A finance lease gives rise to a depreciation expense for depreciable assets as well 
as finance expense for each accounting period. The depreciation policy for 
depreciable leased assets shall be consistent with that for depreciable assets that 
are owned, and the depreciation recognised shall be calculated in accordance with 
the Standard of GRAP on Property, Plant and Equipment and the International 
Accounting Standard on Intangible Assets. If there is no reasonable certainty that the 
lessee will obtain ownership by the end of the lease term, the asset shall be fully 
depreciated over the shorter of the lease term and its useful life. 

4.9.2 Operating lease 

A lease is classified as an operating lease if it does not transfer substantially all the 
risks and rewards incidental to ownership. 

Lease payments under an operating lease shall be recognised as an expense in the 
statement of financial performance on a straight-line basis over the lease term 
unless another systematic basis is more representative of the time pattern of the 
user’s benefit. 

4.10 Housing Development Fund 

In terms of the National Treasury Guidelines from the implementation of GRAP, the 
Housing Development Fund is a statutory fund and must be disclosed on the 
Statement of Financial Position as such. Municipalities should continue operating a 
housing operating account. 

Municipalities should include “old scheme” housing transactions in the Statement of 
Financial Performance, including revenue earned and expenses incurred. New 
expenses, such as the 
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Depreciation of housing rental units and the provision for bad debts, will need to be 
included in the Statement of Financial Performance. This means that the 
transactions of the “old scheme” should be budgeted for in the same manner as 
other activities of the municipality from both an operating and capital perspective. 

When preparing financial statements, the net revenue or expenditure included in the 
municipality’s Statement of Financial Performance will be transferred to the Housing 

Development Fund through the Statement of Changes in Community Wealth, In this 
way, there will be compliance with the housing legislation and the new accounting 
standards. 

4.11 Other Assets 

Other assets will include assets which do not fall within the definitions described 
above, for example: 

• Vehicles 

• Machinery and equipment 

• Furniture and fittings 

• Computer hardware 

4.12 Inventory 

Inventory will be accounted for as per the requirements of GRAP 12 
4.12.1 Housing Stock 

This is rental or housing stock which is not held for capital gain 

• This includes: 

- Land or buildings owned or acquired by the municipality with the intention of 
selling such property in the ordinary course of business 
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- Land or buildings owned or acquired by the municipality with the intention of 
developing such property for the purpose of selling it in the ordinary course of 
business 

• These assets shall be accounted for as inventory, and not included in either 
property, plant and equipment or investment property in the municipality’s 
statement of position 

4.12.2 Recording 

• These Inventory assets will be recorded in a separate section of the asset register 
and maintained as required 

• Inventories shall be measured at the lower of cost and net realizable value 

• The cost of inventories shall comprise all costs of purchase, costs of 
development, costs of conversion and other costs incurred in bringing the 
inventories to their present location and condition 

• Any land or buildings owned or acquired by the municipality with the intention of 
selling the property in the ordinary course of business, or any land or buildings 
owned or acquired by the municipality with the intention of developing the 
property for the purpose of selling it in the ordinary course of business, will be 
accounted for as inventory 

» Where the municipality owns undeveloped land, usually this will be classified as 
property, plant and equipment. Where there is an intention to develop such land 
and to sell or transfer or contract it to a third party it should be classified as 
inventory rather than property, plant and equipment 

• The purchase of land or buildings for resale should be classified as inventory if 
the land or buildings is held for short-term sale in the ordinary course of 
operations 
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5 Accounting for Property, Plant and Equipment 

5.1.1 Recognition of property, plant and equipment 

* An item of property, plant and equipment will be recognized as an asset when: 

- It is probable that future economic benefits or potential service delivery 
associated with the asset will flow to the municipality, 

- The cost of the asset to the municipality can be measured reliably, 

- The municipality has gained control over the asset, 

- Irrespective of the cost, if the asset meets the recognition criteria it should be 
recognised as an asset 

- The asset is expected to be used during more than one financial year. 

All other acquisitions of property, plant and equipment that do not meet the 
recognition criteria will be expensed. 

5.1.2 Initial measurement 

* An item of property, plant and equipment that qualifies for recognition as a non- 
current asset should be initially measured at its “cost of acquisition”. 

* This “cost of acquisition” will include all costs required to bring the asset to the 
proper working condition and position for its intended use. These costs usually 
include the following: 

- Purchase costs (less any discounts given) 

- Delivery costs 

* Installation costs 

- Professional fees for architects and engineers 

- Import duties 

- Non-refundable taxes 

- Site development costs 

- Contractor fees 
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5.1.3 Donations or exchanges 

Where an item of property plant and equipment is acquired at no cost, or for a 
nominal cost, it will be initially measured at its fair value as at the date of acquisition 
and included in the non-current asset register. 

5.1.4 Carrying amount on property plant and equipment 

Subsequent to initial recognition as an asset, an item of property, plant and 
equipment should be carried at its cost less any accumulated depreciation and 
accumulated impairment, subject to the requirement to write an asset down to its 
recoverable amount or any subsequent revaluation. 

5.1.5 Items to Be Excluded from The Fixed Asset Register. 

items as deemed and signed off by the Asset Manager, Director Finance or Chief 

Financial Officer shall be expensed upon acquisition due to their nature, value, and 
susceptibility to breaking. The Alfred Duma Local Municipality has in the past 
identified these items as assets and included them in the FAR. These items are 
consumable in nature and should not be included in the FAR. To ensure efficiency in 
the administration of this policy, the items on the exclusion list do not meet the 
definition of assets at the municipality and will be expensed when purchased. 


Banner 


Calculators 

Clock 

Desk Letter Tray 

Drills (light duty) 

Office Fans (Not Industrial} 

Fire Extinguisher 

Flag Pole 

Garden Furniture 

Heaters 

Kettles 

Computer Keyboard 

Measuring Wheels 

Mirror 

Plastic Assets (Chairs Tables etc.) 

Pot plant 

Weight Scale 

Serving tray 
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Safekeeping, identification and movement of fixed assets 

Objectives 

To prevent the loss, damage or theft from the misappropriation or misuse of fixed 
assets owned by the municipality. 

Safekeeping 

Each departmental head shall: 

• Be directly responsible for the physical safekeeping of any fixed asset controlled 
or used by the department in question 

• Take the necessary steps to ensure the safekeeping of fixed assets under their 
control 

• Adhere to any written directives issued by the Chief Financial Officer in regard to 
the control of or safekeeping of the municipality’s fixed assets 

Identification 

• The Chief Financial Officer shall ensure that the municipality maintains a fixed 
asset identification system which shall be operated in conjunction with its fixed 
asset register 

• The identification system shall be determined by the Chief Financial Officer: 

- Acting in consultation with the municipal manager and other departmental 
heads 

~ Comply with any legal prescriptions 

- Be decided upon within the context of the municipality’s budgetary and human 
resources available 

• Every departmental head shall ensure that the asset identification system 
approved for the municipality is properly applied in respect of all fixed assets 
controlled or used in their department 
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Transfers to another Asset Controller 
Permanent transfers to another Asset Controller 

• An Asset Accountant retains managerial accountability and control for a particular 
asset unless; 

- Another Senior manager agrees in writing to accept responsibility for that 
asset, and 

The Asset Manager endorses the transfer. 

• The Finance Department appropriately amends the Financial Asset register for all 
approved transfers. 

• The new Asset Accountant assumes all the accountabilities of the previous Asset 
Controller. 

Relocation or Reassignment of Property, Plant or Equipment 

• The Asset Accountant must ensure that the asset is appropriately safeguarded for 
loss, damage or misuse wherever it is located. Safeguarding includes ensuring 
reasonable physical restrictions and delegated management is implemented. 

• The Asset Accountant must advise the Asset Manager whenever an asset is 
permanently relocated or reassigned from the location (or base) or cost centre 
recorded in the Financial Asset Register. 

■ The Asset Accountant must advise the Asset Manager whenever an asset is 
temporarily relocated or reassigned from the location (or base) or cost centre 
recorded in the Financial Asset Register. It this case, the Asset Accountant must 
also advise the Asset Manager when this asset is returned. 

Verification 

• Every departmental head shall undertake a comprehensive verification of all fixed 
assets under their control: 

- At least once during June of every financial year 

- In compliance with the relevant written directives issued by the Asset 
Manager 
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- Report tr writing to the Asset Manager in the format determined by the Chief 
Financial Officer, all relevant results of such fixed asset verification net later 

than 30 June 

The verification will include the following for assets under their control: 

- Ensuring that all assets are bar coded (where applicable) 

- Review the useful lives 

- Review the depreciation method used 

- Assess for condition and possible impairment 






z 


Final Asset Management Policy 2020/21 

Fixed assets register 

6.5 Objective 

To ensure that all of the municipality’s fixed assets are recorded in such a way to 

enable adequate management and accounting for fixed assets 

5.5.1 Establishment and Management of the Fixed Assets Register 

• The Asset Manager will establish and maintain the Asset Register containing key 
financial data on each asset that satisfies the criterion for recognition. 

• Any additional register of database concerning information needed for the fixed 
asset register or asset maintenance needs to be established through the Asset 
Manager. The Asset Manager will be responsible to ensure that the additional 
asset registers or databases comply with the naming conventions of the asset 
register and also ensure that the information is aligned and linked to the main 
asset register. The Asset Manager will be responsible to ensure that all the 
information is updated and. that no conflict of information exists within the different 
asset registers or databases that exist. 

1.5.2 Format of the fixed assets register 

The fixed assets register should contain the following for each item of property, plant 

and equipment: 

• Asset category 

• Acquisition dates 

• Clear descriptions of individual items 

• Location 

• Department / service that controls the asset 

• A unique asset identification number/Bar code 

• The original cost / fair value 

• Depreciation charge and accumulated depreciation 

• Carrying amount 
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• Method and rate of depreciation 

• Impairment losses incurred during the year 

• Source of financing 

• Insurance arrangements 

• Disposal date and price 

• Date retired form use 

• Re-valued amounts 

Provision of information for the fixed asset register 

Each departmental head under whose control any fixed asset falls shall: 

• Promptly provide the Asset Manager in writing with any information required to 
compile the fixed asset register 

• Promptly advise the Asset Manager in writing of any material change which may 
occur in respect of such information 

Recording on the register 

• A fixed asset shall be recorded in the fixed assets register, as soon as it is 
acquired 

• Where the asset is constructed over a period of time, it shall be recorded as 
“assets under construction” until it is available for use, where after it shall be 
appropriately capitalised as a fixed asset 

• A fixed asset shall remain in the fixed assets register for as long as it is in 
physical existence 

• The following assets not to be included on the Fixed Asset Register due to their 
cost and nature: 

• Stationary items such as (punches, calculators, staples etc.). 

- Plastic chairs 

- Assets attached to building (shelves, etc.) except for air conditioners 


Office bins 
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- Kitchen Appliances 

- Notice Boards 

* Other consumables (With a life span of less than a year) 


Carrying value 

• All fixed assets shall be carried in the fixed asset register, and appropriately 
recorded in the annual financial statements, at their original cost or fair value less 
any accumulated depreciation 

• The only exceptions to this rule shall be re-valued, impaired and heritage assets 
in respect of which no value is recorded in the fixed asset register 

Internal Controls over the Fixed Asset Registers 

• Controls around these asset registers should be sufficient to provide an accurate, 
reliable and up to date account of assets under their control to the standards 
specified by the Accounting Officer and as required by the legislative framework 

• These controls will include physical management and recording of all 
acquisitions, impairments, transfers, losses and disposals of their assigned 
assets as well as regular stock-takes and systems audits to confirm the adequacy 
of their controls. 
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7 Acquisition and replacement of fixed assets 

7.1 Objectives 

• To ensure fair, transparent and equitable acquisition of fixed assets in terms of 
the supply chain management policy, capital budget and IDP priorities 

• To ensure that fixed assets are replaced when ihey have exhausted their 

effective service potential. 

7.2 Acquisition of fixed assets 

• The Asset Manager will develop and provide a form to be completed by 
departmental heads for new acquisitions and ensure it provides all relevant 
information relating to the assets that has been acquired. 

• Each departmental head will promptly inform the Asset Manager of new 
Movable/fixed assets taken that have been acquired and brought into use. 

• Fixed assets should be acquired in terms of the approved capital budget. Any 
deviation from this should be approved by the Municipal Manager and Council. 

7.3 Physical Receipting and Management 

7.3.1 Responsibilities of the Asset Accountant 

• The Asset Accountant must ensure that the purchase of assets complies with all 
municipal policies and procedures 

• The Asset Accountant must ensure the all assets (PPE, Investment Property, 
Heritage and Intangible assets) are duly processed, identified and uniquely coded 
(where appropriate) before they are received into the stewardship of the 
responsible custodian. 

• Thereafter, ensure that assets received are recorded on the municipal asset 
register (this will be done by ensuring that the appropriate forms are completed 
correctly and handed over to the Asset Manager). 
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• The Head of Department must ensure all assets received into their stewardship 
are appropriately safeguarded for inappropriate use or loss. This will include 
appropriate control over the physical access to these assets and regular stock 
takes to ensure that no losses are incurred. Any known losses should be 
immediately reported to the Asset Manager as well as follow the process to report 
to Council. 

• Each Head of Department will do an annual verification of all assets as part of the 
annual reporting processes coordinated by the Asset Manager. 

• The Head of Department must ensure that property, plant and equipment is 
appropriately utilized these assets for the purpose that the municipality acquired 
them. 


7.3.2 The date of acquisition 

• The date of acquisition of an asset is deemed to be the time when legal title and 
control passes to the municipality. 

• This may vary for different categories of assets but will usually be the point of 
time when the payment for that asset is approved. 

7.4 Replacement of fixed assets 

• Fixed assets will be replaced when they can no longer deliver the services 
effectively and efficiently 


j 


• Each departmental head will assess the service potential of the fixed assets 
under their control annually 

• The results of these assessments will be included into each departmental head’s 
contribution to the I DP and capital budgeting process 
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B Capitalisation criteria 

8.1 Objective 

That all items that meet the recognition criteria are capitalised and accounted for in 
accordance to GRAP. 

B.2 Reinstatement, maintenance and other expenses 

B.2.1 Enhancement and rehabilitation costs 

Only expenses incurred in the following shall be capitalised: 

• Enhancement of a fixed asset (in the form of improved or increased services or 
benefits flowing from the use of such asset) 

• Material extension of the useful life 

B.2.2 Maintenance costs 

Expenses incurred in the maintenance or reinstatement of a fixed asset shall be 
considered as operating expenses 

B.2.3 Expenses to bring the asset into operation 

• Expenses to bring the fixed asset into operation of will be capitalised as part of 
such fixed asset 

• Such expenses may include the following costs: 

- Import duties 

- Forward cover 

- Transportation 

- Installation 

- Assembly 

- Commissioning 
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.2.4 Subsequent expenditure on Assets 

• Subsequent expenditure relating to an item of Asset that has already been 
recognized should be added to the carrying amount of the asset when it is 
probable that future economic benefits or potential service delivery, in excess of 
the originally assessed standard of performance of the existing asset, will flow to 
the municipality. 

• All other expenditure should be recognized as an expense in the period in which it 
occurred. 

• Before allowing the capitalization of subsequent expenditure, the Asset Manager 
must be satisfied that this expenditure significantly: 

- Increases the life of that asset beyond that stated in the asset register, or 

• Increases the quality of service that asset beyond the existing level of service, 
or 

- Increases the quantity of services that asset can provide, or 

- Reduces the future assessed costs of maintaining that asset. 

• Expenditure that is proposed to be capitalized must also conform to recognition 
criteria for non-current assets and should also be appropriately included in the 
approved capital budget. 

• Where it is desired to capitalise future component replacements, refurbishments 
or renewals, then please refer to the section on major components in this policy 
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9 Management and operation of assets 

9.1 Objectives 

To ensure that the municipality’s fixed assets are effectively utilised and maintained. 

9.1.1 Accountability to manage Assets 

• Each Departmental Head is accountable to ensure that municipal resources 
assigned to them are utilized effectively, efficiently, economically and 
transparently. This would include; 

- Developing appropriate asset management systems, procedures, processes 
and controls for managing assets, 

- Providing accurate, reliable and up to date account of assets under their 
control, 

- The development and motivation of relevant strategic asset management 
plans and operational budgets that optimally achieve the municipality’s 
strategic objectives. 

9.1.2 Contents of a strategic asset management plan 

* Asset Controllers need to manage assets under their control to provide the 
required level of service or economic benefit at the lowest possible long-term 
cost. To achieve this, the Asset Accountant will need to develop strategic asset 
management plans that cover: 

- Alignment with the Integrated Development Plan 

- Operational guidelines, 

- Performance monitoring, 

- Maintenance programs, 

- Renewal, refurbishment and replacement plans, 

■ Disposal and Rehabilitation plans, 

- Operational, financial and capital support requirements, and 

- Risk mitigation plans including insurance strategies 
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* The operational budgets are the short to medium term plan for implementing this 

strategic asset management plan. 


9.1.3 Reporting on Emerging Issues 

Each Head of Department should report to the Municipal Manager on issues that will 
significantly impede the assets capability to provide the required level of service or 
economic benefit. 
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10 General, planned and deferred Maintenance 

10.1 Objectives 

To ensure that fixed asset maintained to a level to ensure that the fixed asset can be 
used efficiently and services can be effectively rendered to the community by 

• Planned maintenance 

• General maintenance 

• Reporting and follow-up of deferred maintenance 

10.2 General and planned maintenance 

• Every departmental head shall be directly responsible for ensuring that all assets 
are properly maintained to ensure: 

- That such assets provide the desired level of service and; 

- Attain their useful operating lives 

10.2.1 Maintenance planning 

I * An annual maintenance plan shall be prepared and submitted by each 

departmental head when the capital and operating budget is prepared annually 

• A maintenance plan shall be submitted to the council prior to any approval being 
granted for the acquisition or construction of the infrastructure asset concerned 

• The departmental head of the department controlling or using the infrastructure 
asset in question, shall annually report to the council at least quarterly) on: 

- The extent to which the relevant maintenance plan has been complied with 

- The likely effect which any non-compliance may have on the useful operating 
life of the asset concerned 

• An annual maintenance plans should be approved by Council. The extent with 
which the approved maintenance plan is short of the required maintenance to 
maintain the assets to operate at its desired level should be disclosed. The effect 
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of this short planning and the overall asset live cycle cost should be should be 
considered during the approval process. 

0.3 Deferred maintenance 

0.3.1 Disclosure of deferred maintenance 

If there is material variation between the actual maintenance expenses incurred and 
the expenses reasonably envisaged in the approved maintenance plan for any 
infrastructure asset the Chief Financial Officer shall disclose the extent of and 
possible implications of such deferred maintenance in an appropriate note to the 
financial statements 

Such note shall also indicate any plans which the council of the municipality has 
approved in order to redress such deferral of the maintenance requirements 
concerned 
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11 Depreciation 

11.1 Objectives 

To ensure that the accounting records and annual financial statements reflect fixed 

assets at a value in accordance with the rate at which the economic benefits and 
service potential has been utilised 

11.2 Depreciation 

11.2.1 Assets to depreciate 

All fixed assets, except land, Investment Properties and heritage assets, shall be 
depreciated 

11.2.2 Calculation of depreciation 

• Depreciation will take the form of an expense both calculated and debited on a 
monthly basis against the appropriate service in which the asset is used or 
consumed. 

• Depreciation shall initially be calculated from: 

- The month in which a fixed asset is acquired or 

In the case of construction works and plant and machinery - calendar month 
concerned 

• Depreciation charges shall be calculated monthly 

• Depreciation will be included in the annual operating budget 

11.2.3 Rate of depreciation 

• The HOD and Asset Manager shall assign a useful operating life to each 
depreciable asset recorded on the municipality’s fixed asset register 

• The useful life shall be determined in consultation with the Departmental Head 
concerned 
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11.2.4 


1.2.5 


11.2.6 


Depreciation rate 

• The Asset Manager shall depreciate all depreciable assets on the straight-line 
method of depreciation over the assigned useful operating life of the asset in 
question 

initial determination useful life 

• Each Asset Accountant needs to determine the useful life of a particular item or 
class property, plant and equipment through the development of a strategic asset 
management plan that forecasts the expected useful life that asset. This should 
be developed as part of the Pre-Acquisition Planning that would consider the 
following factors: 

- The operational, maintenance, renewal and disposal program that will 
optimize the expected long-term costs of owning that asset, 

■ economic obsolescence because it is too expensive to maintain, 

- functional obsolescence because it no longer meets the municipalities needs, 

- technological obsolescence, 

- social obsolescence due to changing demographics, and 

- legal obsolescence due to statutory constraints. 

• Spares purchased specifically for a particular asset, or class of assets, and which 
would become redundant if that asset or class was retired or use of that asset or 
class was discontinued, must be considered to form part of the historical cost of 
that asset or class. The depreciable amount of such spares must be allocated 
over the useful life of the asset or class. 

Review of useful life 

The useful life of an asset should be reviewed regularly and if expectations are 
significantly different from previous estimates, the depreciation charge for the current 
and future periods should be adjusted. 
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11.2.7 Review of depreciation method 

• The depreciation method applied to assets should be reviewed regularly, and if 
there has been a significant change in the expected pattern of economic benefits 
or potential service delivery from those assets, the method should be changed to 
reflect the changed pattern. 

• When such a change in depreciation method is necessary the change should be 
accounted for as a change in according estimate and the depreciation charge for 
the current future periods should be adjusted. 

11.3 Componentisation of major portions of assets 

In terms of GRAP 17:53: “Each part of an item of property, plant and equipment with 
a cost that is significant in relation to the total cost of the item shall be depreciated 
separately.” 

• An Asset Accountant may, with agreement of the Asset Manager, treat specified 
major components of an item of property plant or equipment as a separate asset 
for the purposes of this policy. 

• These major components may be defined by its physical parameters (e.g. a 
reservoir roof) of its financial parameters (e.g. a road surface). 

• In agreeing to these treatments, the Asset Manager must be satisfied that these 
components: 

- Have significantly a different useful life or usage pattern to the main asset, 

- Align with the asset management plans, 

- The benefits justify the costs of separate identification, 

- It is probable that future economic benefits or potential service delivery 
associated with the asset will flow to the municipality, 

- The cost of the asset to the municipality can be measured reliably, 

- The municipality has gained control over the asset, 

- The costs is above the recognition threshold, and 
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- The asset is expected lo be used during more than one financial year 

All such decisions and agreements will be confirmed before the beginning of the 
financial year and submitted for approval with the budget. Any amendments will 
only be permitted as part of a budget review. 

Once a major component is recognized as a separate asset, it may be acquired, 
depreciated and disposed of as if it were a separate asset. 

All other replacements, renewals of refurbishments of components will be 
expensed 
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12 Amendment of asset lives and impairment in value of fixed assets 

12.1 Objective 

To ensure that the amendment of asset lives or the diminution in value thereof must 
take place in a controlled manner based on the operating value and service potential 
of those fixed assets 

12.2 Amendment of asset lives 

12.2.1 Authority to amend useful life 

Only the Asset Manager may amend the useful operating life assigned to any fixed 
asset 

12.2.2 Circumstances to amend useful life 

• The Asset Manager shall amend the useful operating life assigned to any fixed 
asset if: 

- it becomes known that such asset has been materially impaired or improperly 
maintained to such an extent that its useful operating life will not be attained, 
or 

- Any other event has occurred which materially affects the pattern in which the 
asset’s economic benefits or service potential will be consumed 

12.3 Impairment of fixed asset 

All assets shall be impaired in accordance to the standards of GRAP 

12.4 Impairment of fixed assets 

• A fixed asset is said to be impaired where the recoverable amount or the 
recoverable service value is less than the carrying amount reflected in the 
accounting record 

• Each departmental head shall annually, judge the useful lives, value and 
impairment of all the fixed assets under their control and submit to the Asset 
Manager 
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• When such a decline has occurred, the carrying amount should be reduced to the 

recoverable amount 

• The amount of the reduction should be recognized as an expense immediately, 
unless it reverses a previous revaluation in which case it should be charged to a 
non-distributable reserve 

• For asset providing economic benefits, the recoverable amount is the net present 
value of future ownership 

• For asset providing future service delivery, the recoverable amount is the 
remaining proportional of its useful life, service capacity or quality of service that 
is not intended to be restored by normal maintenance programs 

] 12.4.1 Subsequent increase in recoverable amount 

• A subsequent increase in the recoverable amount of an asset, previously written 
down due to a decline in the carrying amount should be written back when the 
circumstances and events that led to the write-down or write-off cease to exist 

and there is persuasive evidence that the new circumstances and events will I 

l 

persist for the foreseeable future 

• The amount written back should be reduced by the amount that would have been 
recognised as depreciation had the write-down or write-off not occurred 




13 Funding sources and reserves 

13.1 Objectives 

• To ensure that fixed assets are funded in terms of the funding sources available 

• To ensure that funding sources are completely and accurately disclosed in the 
fixed asset register and 

Main funding sources 

The main sources of finance to be used to acquire assets will be as follows: 

• Capital Replacement Reserve (CRR) 

• Grants, subsidies and public contributions 

• Revenue contributions 

• Cash surplus 

3.1.2 Capital Replacement Reserve (CRR) 

• Council must annually approve the basis and amounts for which contributions 
should be appropriated to the CRR 

• This appropriation will be done in consideration of the funds available and future 
capital programme 

• The CRR funds will be accumulated by: 

- Annual revenue contribution 

- Profit on disposal of assets 

• When a fixed asset is financed from the CRR an amount is transferred to the 
CRR to Accumulated Surplus equal to the cost thereof 

• The balance in the reserve must be cash backed 
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13.1.3 Revenue contributions 

Revenue may be used to finance fixed asset items in terms of the approved budget 

13.1.4 Surplus cash 

• If there is sufficient surplus cash available, fixed assets may be financed directly 
from surplus cash 

* Depreciation charges on these assets will not be offset 
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14 Re-valuation of fixed assets 

14.1 Objective 

Accurate re-valuation of fixed assets where the re-valuation model is used 

14.1.1 Re-valuation process 

• All land and buildings recorded in the municipality’s fixed asset register shall be 
re-valued with the adoption by the municipality of each new valuation roll 

• The Asset Manager shall adjust the carrying value of the land and buildings 
concerned to reflect in each instance the value of the fixed asset as recorded in 
the valuation roll, provided the Asset Manager is satisfied that such value reflects 
the fair value of the fixed asset concerned 

• Re-valued fixed assets shall thereafter be depreciated on the basis of its re¬ 
valued amount 

14.1.2 Re-valuation reserve 

The Chief Financial Officer shall create a revaluation reserve for fixed assets that 

have been re-valued equal to the difference between the value as recorded in the 

and/or determined by a qualified valuer and the carrying value of the fixed asset in 

the asset register. 

14.1.3 Depreciation of re-valued property 

• The fixed asset concerned shall, in the case of buildings, thereafter be 
depreciated on the basis of its re-valued amount over its remaining useful 
operating life 

• The increased depreciation expenses must be budgeted 
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15 Insurance, loss, damage, theft 

15.1 Objective 

To ensure that municipal fixed assets are adequately insured and adequate records 

are kept of loss, damage and theft. 

15.2 Insurance of fixed assets 

• The Chief Financial Officer shall ensure that all the fixed assets are adequately 
insured 

• The municipal manager shall recommend to the council of the municipality, after 
consulting with the Chief Financial Officer, the basis of the insurance to be 
applied to each type of fixed asset: either 

- The carrying value or 

- The replacement value of the fixed assets concerned 

• Such recommendation shall take due cognisance of the budgetary resources of 
the municipality 

• The Chief Financial Officer shall ensure that insurance cover is sourced in terms 
of the supply chain management policy of the municipality 

• The Chief Financial Officer shall annually submit a report to the council of the 
municipality for approval on any reinsurance cover which it is deemed necessary 
to procure for the municipality’s self-insurance reserve 

15.3 Loss, damage, theft of fixed assets 

• Every departmental head shall promptly report every incident of loss, theft, 
destruction, or material impairment of any fixed asset controlled or used by the 
department in writing to the Chief Financial Officer and; 

• In cases of suspected theft or malicious damage to municipal assets be reported 
to the South African Police Service 

• Each departmental head shall prepare a schedule of loss, damage and theft and 
submit it to the Chief Financial Officer annually by 30 June 
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• The Asset Manager will then reconcile this information to the insurer’s schedule 
and collate it into a report for external audit Disposal and retirement from use 

5.4 Objective 

To ensure that disposal and transfer of ownership of any fixed asset shall be fair, 
equitable, transparent, competitive, consistent with the Supply Chain Management 
Policy and regulations. 

5.5 Municipal asset transfer regulations 

The municipality will comply with the Local Government: Municipal Finance 
Management Act, 2003 - Municipal Asset Transfer Regulations (Gazette no. 31346) 
for all assets transferred or permanently disposed of. The following are the key areas 
of compliance: 

• The Disposal Committee will meet to discuss which assets to dispose of 

• The Accounting Officer must conduct a public participation process for the 
disposal of assets greater that 5% of the total value of assets 

• Council must authorise the public participation process 

• The municipal council must, when considering any proposed transfer or disposal, 
consider the following: 

- Whether the capital asset may be required for the municipality's own use at a 
later date 

- The expected loss or gain that is expected to result from the proposed 
transfer or disposal 

- The extent to which any compensation to be received in respect of the 
proposed transfer or disposal will result in a significant economic or financial 
cost or benefit to the municipality, 

- The risks and rewards associated with the operation or control of the capital 
asset that is to be transferred or disposed of in relation to the municipality's 
interests; 
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- The effect that the proposed transfer or disposal will have on the credit rating 
of the municipality, its ability to raise long-term or short-term borrowings in the 
future and its financial position and cash flow; 

- Any limitations or conditions attached to the capital asset or the transfer or 
disposal of the asset, and the consequences of any potential non-compliance 
with those conditions; 

- The estimated cost of the proposed transfer or disposal; 

- The transfer of any liabilities and reserve funds associated with the capital 
asset; any comments or representations on the proposed transfer or disposal 
received from the local community and other interested persons; 

- Any written views and recommendations on the proposed transfer or disposal 
by the National Treasury and the relevant provincial treasury; 

- The interests of any affected organ of state, the municipality's own strategic, 
legal and economic interests and the interests of the local community; and 
compliance with the legislative regime applicable to the proposed transfer or 
disposal. 

Disposal of fixed assets 

• Each departmental head shall provide a list to the Asset Manager of all fixed 
assets controlled or used by the department concerned on which fixed assets 
they wish to dispose of by public auction, public tender or write-off by no later 
than the date specified by the Asset Manager. 

• A consolidated report of all assets eligible or awaiting disposal must be compiled 
by Asset Management unit and follow disposal routing for approval. 

• It is also the responsibility of each departmental head to take the necessary steps 
to ensure that all obsolete or damaged assets are disposed of in an appropriate 
and approved manner. 
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15.7 Other write-offs 

• A fixed asset shall be written-off only on the recommendation of the departmental 
head of the department controlling the asset and with the final approval of Council 

• Every departmental head shall report annually to the Asset Manager which fixed 
assets they wish to have written-off, stating the full reason for such 
recommendation by 30 April of each year 

• The Asset Manager will then consolidate all such reports and submit a 
recommendation to Council for approval. 

• Valid reasons for the writing-off of fixed assets shall be the disposal, loss, theft, 
destruction, incorrect capitalizations or material impairment of these fixed assets 

15.7.1 Accounting treatment on Disposal 

• An item of property, plant and equipment should be eliminated from the balance 
sheet on disposal or when the asset is permanently withdrawn from use and no 
future economic benefits or potential service delivery are expected from its 
disposal. 

• Gains or losses arising from the retirement or disposal of an item of property, 
plant and equipment should be determined as the difference between the actual 
or estimated net disposal proceeds and the carrying amount of the asset, and 
should be recognized as revenue or expense in the income statement. 


15.7.2 The Supply Chain Management Policy 

The asset management policy must be read together with section 10 of the 
Municipality's “Supply Chain Management policy” which sets out requirements for 
“Disposal Management” under the following headings: 


Disposal and letting of the municipality’s assets and, 
Evaluation of offers for disposal and letting of assets 
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16 Accounting and financial statement disclosure 

Fixed assets should be disclosed and accounted for in terms of GRAP as applicable 

16.1 Objective 

To ensure that financial statement disclosures for fixed assets to be done in terms of 
GRAP as applicable 

16.2 Detailed disclosure requirements 

• The Chief Financial Officer must ensure that relevant and current GRAP 
accounting standards are applied for the disclosure of fixed assets on the 
financial statements 

• The financial statements should disclose, in respect of each class of property, 
plant and equipment classified under the categories of Land and buildings, 
infrastructure, community, heritage, investment properties, intangible, leased, 
housing development fund and other assets: 

- The measurement bases used for determining the gross carrying amount. 
When more than one basis has been used, the gross carrying amount for that 
basis in each category should be disclosed. 

- The depreciation methods used. 

- The useful lives or the depreciation rates used. 

- Depreciation charged in arriving at net surplus or deficit for the period. 

- The gross carrying amount and the accumulated depreciation at the beginning 
and the end of the period. 

- A reconciliation of the carrying amount at the beginning and end of the period 
showing: 

(i) additions 

(ii) disposal 

(iii) acquisition through business combinations 
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(iv) increases or the decreases resulting from revaluations 

(v) deductions in carrying amount 

(vi) amounts written back 

(vii) depreciation 

(xi) other movements 

• The financial statement should also disclose: 

- Whether or not, in determining the recoverable amount of items of property, 
plant and equipment, expected future cash flows have been discounted to 
their present values. 

- The existence and amounts of restrictions on title and property, plant and 
equipment pledged as security for liabilities. 

- The accounting policy for restoration costs relating to items of property, plant 
and equipment. 

- The amount of expenditures on account of property, plant and equipment in 
the course of construction, and 

The amount of commitments for the acquisition of property, plant and 
equipment. 

• When items of property are stated at re-valued amounts, the financial statements 
should disclose: 

- The basis used to revalue the assets. 

- The effective date of revaluation. 

- Whether an independent valuer was involved. 

- The nature of any indices used to determine replacement cost. 

- The carrying amount of each class of property, plant and equipment that 
would have been included in the financial statements had the assets been 
carried at cost less depreciation. 

- The revaluation surplus, detailing the movement for the period. 
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• The portion of the depreciation charge relating to the revaluation. 

18. INFRASTRUCTURE ASSET EUL POST MERGER 


Table 7: Indgkg Lgggl municipality EUL 


The useful lives of ifems of property, plant and equipment have been assessed as 
follows: 

Item 

Average useful life 

Land 

Infinite 

Buildings 

15-50 years 

Plant and machinery 

10-15 years 

Furniture and fixtures 

5-7 years 

Motor vehicles 

5-7 years 

Office equipment 

3-7 years 

Computer software 

3-5 years 

Infrastructure 


Y Roads Gravel 

3-7 years 

Y Roads Premix 

10-15 years 

Y Storm Water 

25-120 years 


Table 2: Mnambithi LM EUL details 


Details 

Years 

Details 

Years 





Infrastructure 


Other 


Roads and Paving 

5-100 

Buildings 

10-50 

Pedestrian Malls 

20 

Specialised Vehicles 

3-20 

Electricity 

10-50 

Other Vehicles 

3-20 

Water 

10-100 

Office Equipment 

3-20 

Sanitation 

10-100 

Furniture and Fittings 

10 

Housing 

30 

Watercraft 

15 

Stormwater 

25-120 

Bins and Containers 

5-10 

Community 




Buildings 

10-50 

Specialised Plant and Equipment 

5-15 

























































Final Asset Management Policy 2020/21 


Recreational facilities 


Sec urity 


10-100 _ | Other items of Plant and Equipment 


3-5 years Land flit S itei 


5 15 


30 




REVISED EUL TABLE 


60 


MAJOR G 

CODE 

MAJOR GROUP 

MINOR G 
CODE 

MINOR GROUP 

GROUP 

CODE 

GROUP 

30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

ROADS 

NETWORK 

32101 

BRIDGES VEHICLE CONCRETE 

30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

ROADS 

NETWORK 

32102 

BRIDGES VEHICLE STEEL 

30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

ROADS 

NETWORK 

32103 

BRIDGES VEHICLE TIMBER 

30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

ROADS 

NETWORK 

32104 

BRIDGES PEDESTRIAN CONCRETE 

30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

ROADS 

NETWORK 

32105 

BRIDGES PEDESTRIAN STEEL 

30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

ROADS 

NETWORK 

32106 

BRIDGES PEDESTRIAN TIMBER 

30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

ROADS 

NETWORK 

32107 

BRIDGES RAILWAY CONCRETE 

30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

ROADS 

NETWORK 

32108 

BRIDGES RAILWAY STEEL 

30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

ROADS 

NETWORK 

32109 

BRIDGES RAILWAY TIMBER 

30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

ROADS 

NETWORK 

32110 

BRIDGES REINFORCED RETAINING 
WALLS EARTH 

30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

ROADS 

NETWORK 

32111 

BRIDGES REINFORCED RETAINING 
WALLS CONCRETE 

30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

ROADS 

NETWORK 

32112 

BRIDGES EXPANSION AND 
CONSTRUCTION JOINTS 

30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

STORM WATER 
NETWORK 

32201 

STORM WATER CULVERTS CONCRETI 

30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

STORM WATER 
NETWORK 

32202 

STORM WATER CULVERTS ARCO 

30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

STORM WATER 
NETWORK 

32203 

STORM WATER DRAINS EARTHWORK! 

30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

STORM WATER 
NETWORK 

32204 

STORM WATER DRAINS CONCRETE 
LINING 

30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32001 

STORM WATER 
NETWORK 

32205 

STORM WATER CATCH PITS 

30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

STORM WATER 
NETWORK 

32206 

STORM WATER PIPES 

30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

STORM WATER 
NETWORK 

32210 

STORM WATER ATTENUATION PONDS 

30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

STORM WATER 
NETWORK 

32211 

STORM WATER OPEN CHANNELS 

LINED 

30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

STORM WATER 
NETWORK 

32212 

STORM WATER OPEN CHANNELS 
UNLINED 

30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

STORM WATER 
NETWORK 

32213 

STORM WATER PUMP STATIONS 
BUILDINGS 

30000 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

STORM WATER 
NETWORK 

32214 

STORM WATER PUMP STATIONS CIVIL 
WORKS 

30000 

— 

OTHER 

STRUCTURES 

(INFRASTRUCTURE) 

32000 

STORM WATER 
NETWORK 

32215 

STORM WATER PUMP STATIONS 
ELECTRICAL 
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1 . 


INTRODUCTION 


Petty cash is a small amount of discretionary funds in the form of cash used for 
expenditure where it is impractical to follow the official procurement process due 
to the nature of the goods and/or services required. 


2. OBJECTIVES OF THE POLICY 


The objectives of the policy are to: 

2.1 Ensure goods and services are procured by the municipality in accordance 
with authorized processes only. 

2.2 Ensure that the municipality has and maintains an effective petty cash 
system of expenditure control. 

2.3 Ensure that sufficient petty cash is available when required. 

2.4 Ensure that the items required to be procured are approved petty cash 
items. 


3. LEGISLATIVE FRAMEWORK 


The legislative framework governing petty cash are: 

3.1 The Local Government Municipal Finance Management Act, Act 56 of 
2003/ 

3.2 The Municipal Supply Chain Management Regulations, Regulation 868, 
published under Government Gazette 27636, 30 May 2005. 

3.3 The municipal supply chain management policy. 


4. PETTY CASH PURCHASES 

4.1 The Chief Financial Officer must delegate personnel from the Expenditure 
Section in the Budget and Treasury Department to process petty cash 
petty cash payments up to the maximum amount as allowed per 
transaction. 

4.2 Petty cash is restricted to cash purchases up to a transaction value of 
R2 000.00 VAT included. 
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4.3 Petty cash purchases may not deliberately be broken up over two (2) or 
more transaction claims or be split over more than one (1) day for the 
same items in order to fall within the determined threshold of R2 000.00 
VAT included. 

4.4 Each Department may only spend up to a maximum of R 10 000.00 per 
month utilizing petty cash. 

4.5 To limit the risk of cash handling and misuse of petty cash, purchases to a 
maximum amount of R1 500,00 will be paid by EFT subject to the following 
conditions: 

(a) Such payments will only be for reimbursement expenditure incurred 
by officials using their own funds. 

(b) No claims will be accepted if payment is to be paid directly to a 
supplier. 

(c) Proof of payment of such expenditures must be provided with each 
claim. 

(d) Claims must be submitted to the Accountant Expenditure. 


5. APPROVED LIST OF PETTY CASH PURCHASES 

5.1 Approved items for petty cash purchases, but not limited: 

(a) Bouquets and flowers utilized for official purposes; 

(b) Tollgate fees for municipal vehicles within the Alfred Duma Local 
Municipal area. Only the Mayoral Office is authorized to use petty 
cash for fuel and tollgate fees outside of the Municipal area in 
certain circumstances which must be motivated and approved by the 
Chief Financial Officer. 

(c) Refreshments and catering / entertainment in line with the Cost 
Containment Policy, and limited to: 

catering for meetings, conferences, workshops, courses, 
forums, recruitment interviews and proceedings of Council 
that exceed 5 hours 
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hosting of farewell functions in recognition of officials who 
retire after serving the municipality for ten or more years or 
retire on grounds of ill health 

entertainment allowances of qualifying officials may not 
exceed two thousand rand per person per financial year, 
unless approved otherwise by the accounting officer 

(d) Purchases of an urgent nature where it is impractical to follow the 
official procurement process; and/or 

(e) Materials for urgent repair work not kept or not available at the 
municipal stores; 

(f) Ad hoc stationery items; 

(g) Materials of a special nature only available at specific suppliers; 


5.2 Departments may not utilize petty cash for the following items: 

(a) Approved store items which are kept at the municipal stores; 

(b) Any items which can be classified as assets, for example, 
calculators, power tools etc.; 

(c) Subsistence and travel claims; 

(d) Wages for labour or contract work; 

(e) Books, magazines and newspapers, except for Library Services 

(f) Any fuel purchases, except as per 5.1 (b) above; 

(g) Parts/materials for vehicle repairs, is only allowed by the Fleet 
Section, except for tyre punctures for municipal vehicles which is 
allowed for all departments when necessary, utilizing a registered 
service provider on the municipal database; 


6. SAFEGUARDING OF PETTY CASH 

6.1 Petty cash is to be safeguarded in lockable cash boxes by all departments’ 
delegated custodians and should be locked away when not in use during 
normal business hours and after hours. 
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6.2 The keys of the petty cash box must be safeguarded by the delegated 
petty cash official. 


7. TRANSFER OF PETTY CASH FUNDS AND KEYS 

7.1 When petty cash is transferred to another delegated official, the petty cash 
must first be reconciled and be verified by both officials before it is officially 
handed over. The new official must sign for the petty cash as well as for 
the keys to the petty cash box. 

7.2 The spare keys of the petty cash box must be kept with the respective 
Executive Director for the department. 


8. PETTY CASH ALLOCATIONS 

8.1 The maximum amount of petty casn allocated per Department and Section 
will be determined from time to time by the Municipal Manager and Chief 
Financial Officer, based on the operational requirements of the municipality 
and the risk of safeguarding petty cash. 

8.2 When the amount of petty cash is increased, the Accountant Expenditure 
must draw a cheque for the relevant Department and Section. 

8.3 The responsible official must sign for the acceptance of the increased cash 
amount together with the Accountant Expenditure. 


9. PETTY CASH REPLENISHMENT 

9.1 Petty cash replenishments will be done once the claims have been 
submitted to the Department Budget and Treasury with the necessary 
supporting documents and if sufficient budget is available. 

9.2 A proper petty cash register must be kept where each disbursement of 
petty cash is recorded. 

9.3 The minimum details to be recorded in the petty cash register are: 

(a) department name; 

(b) line item (vote) to allocate petty cash transaction; 

(c) name of supplier; 

(d) date; 
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(e) amount issued; and 

(f) name of person 

9.4 The petty cash register with all signed petty cash vouchers, receipts or 
slips must be attached to the request for payment. Only delegated 
signatories may sign the petty cash vouchers as determined in the 
Delegations Register. 

9.5 The Department Budget and Treasury will verify the submitted information 
and process the cheque for replenishment within seven (7) working days. 
The cheque is only to be made out to “Alfred Duma Local Municipality” and 
must be signed for as received by the relevant department and may only 
be cashed at the Cashiers in the Rates Hall of the Municipality. 


10. DISBURSEMENT OF PETTY CASH 

10.1 All petty cash disbursements must be completed on the prescribed petty 
cash voucher, authorized by the delegated official of each department as 
approved by council in terms of the delegation of authorities. 

10.2 The authorized official must ensure that funds are available on the budget 
prior to the disbursement of petty cash and submission of claims. 

10.3 An invoice or an original receipt, clearly indicating it has been paid must 
support the petty cash voucher. 

10.4 The authorized official or delegated person must sign for the acceptance of 
the petty cash monies and ensure that the monies are correct. 

10.5 In the case where a petty cash advance was granted, the recipient of the 
advance must bring the invoice and/or original receipt within two (2) 
working days from receipt of the advance to the petty cash official from 
when he/she received the cash advance. 

10.6 Where proof of expenditure could not be provided on petty cash advances 
within the prescribed period, the advance may be deducted from the 
respective employee’s salary. 


11. SHORTAGES AND LOSSES 

11.1 The custodian of the petty cash will be held accountable for losses and 
shortages unless there is physical evidence of a break-in and no act or 
omission on the part of the relevant official which contributed to the loss. 
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11.2 In the event of identified shortages and/or losses it must be reported 
immediately to the relevant Head of Department and to the Department 
Budget and Treasury and be paid in by the custodian of the petty cash. 


12. INTERNAL CONTROLS 

12.1 Petty cash funds and vouchers must reconcile at all times to the amount of 
petty cash held by each custodian. 

12.2 Surprise petty cash audits must be done by the Internal Audit Section 
throughout the financial year. 

12.3 Petty cash reconciliations to the general ledger must be done before 30 
June of each year. 

12.4 The petty cash reconciliations must be verified by the Manager Financial 
Reporting and Expenditure for audit purposes. 


13. REPORTING 

A monthly reconciliation report, including the total amount of petty cash 
purchases for that month, must be prepared by the petty cash custodian and kept 
on file for audit purposes. 


14. GENERAL EXCLUSIONS 

No official may receive any form of reward by utilizing petty cash, in the form of 
club points, etc. when purchasing from such participating service providers. 


15. REVIEW 


This policy will be reviewed annually to be in line with municipal practices and 
legislation. 
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ALFRED DUMA LOCAL 
MUNICIPALITY 


SUBSISTENCE AND TRAVELLING 
ALLOWANCE POLICY 





1 . 


OBJECTIVE 


It is essential that representatives of the municipality from time to time travel to 
other cities and towns in order to establish and maintain links and relationships 
with other municipalities, government bodies, and other parties, institutions and 
organisations operational in the sphere of local government. It is important for 
representatives to broaden their knowledge and understanding of and compare 
local experiences in local government transformation, innovation and change in 
the rest of the country, and this can effectively be done only through the medium 
of personal contact with a wide range of local government stakeholders. 

This policy sets out the basis for the payment of a subsistence and travel 
allowance for the purposes of such official travelling outside the Municipal 
boundaries. 

2. RESPONSIBILITIES OF REPRESENTATIVES WHO TRAVEL ON BUSINESS 
OF THE MUNICIPALITY 

2.1 Every representative who travels on the business of the municipality 
must comply with this policy in letter and in spirit; 

2.2 Representatives who travel on the business of the municipality must 
appreciate, at all times, that they are ambassadors for the municipality, 
that their actions, conduct and statements must be in the best interests 
of the municipality, and that they must comply with any specific mandates 
they have been given; 

2.3 If an employee is attending a meeting outside the municipal boundaries, 
and does not have a driver’s licence, the employee should be paid a bus 
fare as per compu-ticket rates, as it is not cost effective to let another 
official drive an unlicensed official attending a meeting out of town; 

2.4 Consistent with the municipality’s performance monitoring and 
evaluation objectives, the Municipal Manager will ensure that a database 
of all representatives and official travelling is kept. 

3. SUBSISTENCE AND TRAVEL ALLOWANCE 

3.1 A subsistence and travel allowance is an amount of money paid by the 
municipality to a representative to cover the following expenses: - 

3.1.1 Meals (including reasonable gratuities); 

3.1.2 Incidentals such as refreshments, snacks, drinks etc; 

3.1.3 All business-related travel; and 


3.1.4 Accommodation 



3.2 A subsistence allowance does not cover any personal recreation, such 
as visits to a cinema, theatre or nightclubs, or sightseeing; 

3.3 All travel claims should be submitted for processing and be approved by 
the HOD and the Municipal Manager within 30 days after the event. Prior 
approval documentation must also be attached to the travel claim form. 

4. ENTITLEMENT TO A SUBSISTENCE AND TRAVEL ALLOWANCE 

4.1 A representative may claim a daily subsistence allowance as provided in 
this policy with the understanding that all authorised personal expenses 
are covered by the subsistence allowance. No further expenses, with 
the exception of certain business expenses (see below), may be claimed; 

4.2 The subsistence allowance may not be claimed without the 
representative having to furnish proof of expenses; Parking and Tollgate 
receipts must be attached when claiming for Subsistence and Travelling 
Allowance. 

4.3 Entertainment of external business associates or contacts or clients or 
potential investors or potential clients falls outside the scope of the 
subsistence allowance and will be separately reimbursed (subject to prior 
approval where applicable). If a representative of the municipality has 
an entertainment allowance, this entertainment of external business 
associates or contacts or other parties must be claimed against the 
entertainment allowance; 

4.4 A representative of the municipality must claim his or her subsistence 
allowance, as provided in this policy, after embarking on any official trip. 

4.5 No subsistence allowance will be paid, and a representative will not be 
entitled to a subsistence allowance, if the trip or travel is not related to 
the official business of the municipality. All travel conducted on behalf of 
the municipality must be approved as such before a representative is 
entitled to a subsistence allowance; 

4.6 For the purposes of a subsistence allowance, a representative shall 
mean: - 

4.6.1 Councillors and officials 

4.6.2 Any other representative specifically authorised to represent the 

municipality on a particular occasion. 

4.7 When travelling, a parking receipt should be attached when claiming for 
Subsistence and Travelling. 



5. CAR RENTAL AND OTHER TRAVEL COSTS 


The procurement of Air Travel by Municipal Officials should take advantage of 

the negotiated discounted rates as directed by Circular 82 of the Municipal 

Finance Management Act No. 56 of 2003 (MFMA). 

5.1 Municipalities are encouraged to continue considering their own fleet 
first, where viable, prior to hiring of vehicles; 

5.2 Only “A” or “B” category vehicles may be rented, unless it is more cost- 
effective to hire a more expensive vehicle (for example, when the number 
of representatives involved could justify the hire of a microbus); 

5.3 Car rental must be approved as part of the travel package before the trip 
is embarked on. A representative who rents a vehicle whilst travelling 
on the business of the municipality without having received prior 
authorisation will only be reimbursed for the cost of the vehicle rental if 
proof of expenditure can be produced and the representative can 
demonstrate that vehicle rental was reasonably but unexpectedly 
necessitated by the circumstances; 

5.4 If a representative has to utilise his or her personal motor vehicle outside 
the boundaries demarcated for the municipality, he or she will be 
reimbursed at the tariff prescribed from time to time per kilometre or any 
other maximum amount prescribed from time to time by the Department 
of Transport. The distance, to which the reimbursement applies, must 
be the fastest distance or as recorded on the vehicle mileage recorder, 
between the Lister Clarence Building in Ladysmith and the location 
where the official business is to be transacted. However, the point of 
departure must be the actual closest location of the official or councillor 
at the time of travelling to the relevant destination, which may not 
necessarily be in Ladysmith. For employees that are stationed/reporting 
at Ekuvukeni offices, their official business trip will be recorded from their 
office at Ekuvukeni. Distances are available on the website 
www.sheHaeostar.co.za 

5.5 An accounting officer - 

(a) may approve the purchase of economy class tickets for all officials 
or political office bearers where the flying time for flights is five hours 
or less; and 

(b) may only approve the purchase of business class tickets for 
officials, political office bearers, and persons reporting directly to 
the accounting officer for flights exceeding five hours. 

5.6 In the case of the accounting officer, the mayor may approve the 
purchase of economy class tickets where the flying time is five hours or 
less and business class tickets for flights exceeding five hours. 



5.7 Notwithstanding clause 6.1 or 6.2, an accounting officer, or the mayor in 
the case of an accounting officer may approve the purchase of business 
class tickets for an official or a political office bearer with a disability of a 
medically certified condition. 


5.8 International travel to meetings or events that are considered critical 
must be limited. The number of officials or political office bearers 
attending such meetings or events must be limited to those officials or 
political office bearers directly involved in the subject matter related to 
such meetings or events. 

5.9 An accounting officer, or the mayor in the case of the accounting officer, 
may approve accommodation costs that exceed an amount as 
determined from time to time by the National Treasury through a notice 
only- 

(a) during peak holiday periods; or 

(b) when major local or international events are hosted in a particular 
geographical area that results in an abnormal increase in the 
number of local and/or international guests in that particular 
geographical area. 

5.10 An official or a political office bearer of a municipality must, where viable; 

(a) utilise the municipal fleet, where viable, before incurring costs to 
hire vehicles; 

(b) make use of available public transport or a shuttle service if the 
cost of such a service is lower than- 

(i) The cost of hiring a vehicle; 

(ii) The cost of kilometres claimable by the official or political 
office bearer; and 

(iii) The cost of parking. 

(c) not hire vehicles from a category higher than Group B or an 
equivalent class; and 

(d) Where a different class of vehicle is required for a particular terrain 
or to cater for the special needs of an official, seek the written 
approval of the accounting office before hiring the vehicle. 

SUNDRY EXPENSES 

Sundry expenses incurred in respect of airport taxes, parking fees, booking fees 
or toll fees will only be reimbursed with submission of the necessary proof. 
Where representatives qualify for toll concessions, only the cost of concession 
toll fees may be claimed. The cost of toil fees will be reimbursed in accordance 
with the SANRAL toll tariffs as at 1 March of each year and is available on the 
website www.nra.co.za 



7. AIR TRAVEL 


a) The National Treasury has negotiated with South African Airways (SAA) 
and Comair/British Airways (BA) for upfront discounted air fares for 
government employees, including councillors, travelling domestically for 
official purpose. These Domestic Air Travel Fares will be regularly 
reviewed by the National Treasury (These rates are not applicable for 
International Air Travel). 

b) For SAA, the discounts range from 5% (L class) up to 30% (Y Class) for 
Economy Class tickets; and 10% (D Class) up to 26% (C Class) for 
Business Class tickets. Please note that business class is not 
encouraged, however where a single flight exceeds 5 hours, 
consideration may be applied. 

c) For BA the discounts range from 10% (O, Q class) up to 25% (Y Class) 
for Economy Class tickets; and 20% (J Class) for Business Class tickets. 
Please note that business class is not encouraged, however where a 
single flight exceeds 5 hours, consideration may be applied. 

d) The premise of “Best Fare on the Day” should be implemented making 
full use of the negotiated Government Corporate Agreements with SAA 
and BA Comair. Quotations are to be obtained from at least SAA and BA 
Comair before issue. Municipalities and municipal entities must also 
request quotations from other Low-Cost Carriers. Please note that all 
discounted rates are subject to class availability. 

e) In order to make full use of the corporate discount with SAA and BA, 
municipalities and municipal entities must instruct their appointed TMCs 
or persons making their bookings for domestic airline tickets, to book 
against the relevant deal codes as detailed in Annexure B. 

f) Corporate agreements with SAA and BA/Comair will be made available 
to TMCs that are currently contracted to Government. Should the 
municipal TMC have not been contacted by the full-service carrier 
representative, they are to inform National Treasury with the agent’s 
name; physical address, contact name, email address and IATA number. 
Upon receipt of the information, the representatives of the full-service 
carriers will ensure that the TMC is given access to the deal code. The 
TMC must have an authenticated IATA number. 

g) Travel agencies are only permitted to make booking arrangements on 
behalf of municipalities in line with the MCCR, 2019 read together with 
Circular 97 of the MFMA on Municipal Cost Containment Measures. 

h) Disabled persons can be accommodated in economy class, however, in 
extremely exceptional and rare cases an Accounting Officer may 
approve, with evidence, other than economy class air travel. 

8. ACCOMMODATION COSTS AND SUBSISTENCE ALLOWANCE 

The procurement of the accommodation should take advantage of the 
negotiated discounted rates as directed by circular 82 of the Municipal Finance 
Management Act NO. 56 OF 2003 (MFMA). 

8.1 The actual cost of accommodation at the rate for a single room will be 
borne by the municipality provided the availability of resource and that 



the Supply Chain Management Processes are followed, in the following 
manner: 

8.1.1 In respect of Full-time Councillors up to four (4) star 
accommodation. 

8.1.2 In respect of Councillors and Officials up to three (3) star 
accommodation. 

8.2 Council shall arrange for dinner, bed and breakfast and accommodation. 
Should the employee not accept Council accommodation, the official 
may, with the consent of the Municipal Manager, arrange his/ her own 
accommodation in which even a maximum of R750.00 per day shall be 
payable. Original invoices from the accommodation must be attached to 
the claim form together with the original toll gate slips; 

8.3 The Municipal Manager may authorise a higher amount if warranted and 
sleepover is also to be authorised by the Municipal Manager if the venue 
is less than 250 km from Emnambithi/Ladysmith Town; 

8.4 If the cost of accommodation includes, as it often does, the provision of 
breakfast, a subsistence allowance of R128.00 per day will apply in 
respect of domestic travel. Where breakfast is excluded the subsistence, 
allowance will be R150.00 per day. 

8.5 That should an accommodation allowance be claimed, an amount of 
R150.00 be claimed in respect of breakfast; 

8.6 Dinner allowance of R266.00 per night be provided when sleeping in a 
hotel or guest house. No alcohol to be paid for. 

8.7 Travelling and Accommodation for Travelling outside the boarders of the 
Republic of South Africa: 

8.7.1 An accounting Officer may only approve purchase of economy 
class tickets for officials where the flying time for the flights is five 
hours or less; and 

8.7.2 for flights exceeding five hours, may purchase business class 
tickets only accounting officers, and persons reporting directly to 
accounting officers. 

8.7.3 Notwithstanding sub - regulation (8.7.2), an accounting officer 
may approve the purchase of business class tickets for officials 
with disabilities 

8.8 The recoverable cost of travelling and accommodation for travelling 
outside the borders of the Republic of South Africa is to be determined 
in terms of the Foreign Subsistence Allowance published by SARS on 1 



March each year (Refer to Annexure A). The calculation will be at spot 
rate on the day on which the claim will be submitted for payment. 

8.9 In the case of both domestic and international travel, the day of departure 
and the day of return each qualify for a subsistence allowance of 
R128.00; 

8.10 For purposes of this policy, domestic travel shall mean travel within 
South Africa, and international travel shall mean travel to any country 
other than South Africa. 

8.11 An accounting officer must ensure that costs incurred for domestic 
accommodation and meals are in accordance with the maximum 
allowable rates for domestic accommodation and meals as 
communicated by MFMA Circular 97 on Municipal Cost Containment 
Measures. 

9. DOMESTIC ACCOMODATION 

An accounting officer must ensure that costs incurred for domestic 
accommodation and meals are in accordance with the maximum allowable 
rates for domestic accommodation and meals as communicated from time to 
time by the National Treasury through a notice. When sourcing accommodation 
for officials, the municipality should find options that are equal to or lower than 
the rates as determined by MFMA Circular 97 on Municipal Cost Containment 
Measures, depending on the allowable star grading and the band. Competition 
and cost effectiveness must remain a key principle. 

Overnight accommodation may only be booked where the return trip exceeds 
500 kilometres, or where attendance is required over a number of days. 

There may be circumstances that such limitations in paragraph 8 above may be 
impractical. For example, there is a risk to the health of the official or councillor 
and cost vs benefit considerations can warrant such expenditure. Approval by 
the Accounting Officer is required for such exceptions before it is actioned. 

10. SUBSISTENCE ALLOWANCE IF TRAVEL OUTSIDE MUNICIPAL AREA IS 
FOR A DAY OR PART OF A DAY WITH NO OVERNIGHT STAY 

10.1 If a representative is travelling internationally, approved South African 
Revenue Services rates as published are applicable. South African 
currency should be used in converting foreign currency on the day of 
paying out the subsistence allowance. If representatives travelling 
internationally are paid in excess of the South African Revenue Services 
rates, that such payment should be taxed. 

10.2 If a representative travel outside the municipal area for six (6) hours or 
more a subsistence allowance of R150.00 may be claimed; 



10.3 As an interim measure, in light of the recent amalgamation of Indaka 
Local Municipality and Emnambithi/Ladysmith Local Municipality, claims 
that are related to official business undertaken between former Indaka 
Local Municipality and Emnambithi/Ladysmith Local Municipality, may 
be claimed subject to prior approval by the Municipal Manager and being 
six (6) hours or more at an allowance of R150.00. 

11 . WORKSHOPS ETC. FINANCED BY COUNCIL 

11.1 Accommodation, transport and meals will be arranged at the cost of 
Council. If any representative prefers accommodation of his/her own 
choice no subsistence allowance will be payable; 

11.2 If Council transport is not available, transport allowance is allowed in 
terms of point 5 above. 

12. OVERTIME 

If overtime is claimed for any event, no subsistence allowance shall be paid. 

13. AUTHORISATION 

13.1 For purposes of implementing this policy the following shall apply 
provided that in all instances the expenses to be incurred are on the 
approved budget; 

13.2 Only the Municipal Manager or the Mayor as the case may be, may 
authorise any travel of one day or part thereof to be undertaken by 
officials, or payments to be made for persons invited to Ladysmith for 
interviews; 

13.3 Only the Executive Committee may authorise any travel of one (1) day 
or part thereof to be undertaken by the Mayor, Deputy Mayor, Speaker, 
any Councillor or the Municipal Manager, provided that the Municipal 
Manager in consultation with the Mayor may authorise such travel where 
time is limited to obtain Executive Committee approval; 

13.4 Only the Executive Committee may authorise any travel in excess of one 
(1) day to be undertaken by any representative provided that the 
Municipal Manager or the Mayor as the case may be may authorise such 
travel where time is limited to obtain Executive Committee approval; 

13.5 An invitation to attend a workshop, meeting or related event is not an 
automatic authorisation to attend such workshop or event. The required 
authorisation must still be obtained from the Municipal Manager or Mayor 
or Executive Committee, as the case may be. 

13.6 Councillors should obtain prior authorization from the Speaker and the 
Municipal Manager will then approve 



14. NON-ATTENDANCE OR PARTIAL ATTENDANCE AT ANY EVENT 


Representatives to any conference, workshop or meeting must ensure that they 
arrive on time and attend until the conclusion of such event. If any 
representative fails to do so, the Executive Committee or the Municipal 
Manager, as the case may be, may recover part or all allowances and 
disbursements paid to enable such delegate or representative to attend such 
event, provided that such delegate or representative is afforded the opportunity 
to submit reasons for not being able to be present from the commencement to 
conclusion of such event. 

An attendance register must be attached to the S & T claimed form when 
claiming for subsistence and travelling relating to conferences and workshops. 

15. STAFF ATTENDING LONG COURSES 

15.1 That a long course will be any course attended for five (5) consecutive 
working days or longer; 

15.2 Council shall arrange for dinner, bed and breakfast accommodation. 
Should the employee not accept Council accommodation, the official 
may, with consent of the Municipal Manager, arrange his own 
accommodation in which event a maximum of R750.00 per day shall be 
payable. Original invoices from the accommodation must be attached to 
the claim form together with the original toll gate slips; 

15.3 That if possible, employees attending long courses make use of official 
transport for the duration of the course, every second week fuel will be 
provided to return home; 

15.4 That should it be necessary to utilise private transport the employee be 
remunerated at the Department of Transport’s rates determined from 
time to time, and also in respect of each two weeks' period of the course 
to return home; 

15.5 That the training costs as well as travelling and subsistence allowance 
for Protection Services Officers attending any Traffic Training College be 
paid by Council on condition that: - 

15.5.1 Satisfactory progress reports be submitted monthly; 

15.5.2 The employee enters into an agreement with Council whereby 
such employee undertakes to remain in Council’s service for a 
period of three (3) years after the attendance of such courses, and 
should such an employee terminate his service with Council for 
any reason, the said costs shall be recovered from the employee 
on a pro rata basis. 



16. TRAVEL ALLOWANCES 


16.1 All Councillors receive a total remuneration package from the 

municipality that includes a travel allowance. 

16.2 A Councillor has the discretion and may include a travel allowance in 

the total remuneration package. 

16.3 A Councillor that elected to include a travel allowance within the total 

remuneration package structure must meet the following requirements: 

16.3.1 The travel allowance may only be an amount up to the councillor’s 
request on total remuneration package. 

16.3.2 A logbook acceptable to the South African Revenue Service 
(SARS) must be kept recording the official and private kilometres 
travelled; 

16.3.3 The travel allowance will be included in the IRP5 of a Councillor 
for Purposes of accounting to SARS; 

16.3.4 On Income Tax Assessment, a Councillor must account to SARS 
for the use of the travel allowance. 

16.4 Reimbursement Allowance for Travel: - 

16.4.1 In addition to the travel allowance, as provided in section 17, a 
Councillor may claim for the official distances travelled within the 
Alfred Duma Local Municipal boundaries 

16.4.2 Such official distances travelled shall be reimbursed in 
accordance with the applicable tariffs prescribed by the 
Department of Transport. 

16.4.3 Employees participating in the travelling allowance scheme may 
request authority from the Municipal Manager to log kilometres 
travelled once they have exceeded their allocated monthly travel 
allowance of which the total kilometres (subsidized and 
additional) should not exceed 1000 km’s per month 

16.4.5 Section 56 employees shall be entitled to re-imbursement of 
official travelling costs within the Alfred Duma Local Municipal 
boundaries of which prior approval must be obtained from the 
Municipal Manager and should not exceed 1000 kilometres per 
month 

16.4.6 Section 54 employees shall be entitled to re-imbursement of 
official travelling costs within the Alfred Duma Local Municipal 
boundaries of which prior approval must be obtained from the 
Mayor and should not exceed 1000 kilometres per month. 




16.4.7 Engine Capacity for all vehicles claiming Travelling Allowance is 

capped at 3.0 litres. 

17. OFFICIAL BUSINESS TRAVEL 

17 1 Official business-related travel is travel for any purpose that directly 
relates to the business or job of a Councillor and excludes travelling 
between the place of residence and ordinary place of work or business. 

17.2 For the purpose of calculating official business travel the following shall 
be applicable for Councillors (be applied to either local or district) 

17.2.1 Local Municipalities 

17.2.1.1 Full-time Councillors who are allocated offices at the 
municipal precinct shall have their ordinary place of 
business at the municipal precinct; 

17.2.1.2 Part-time Proportional Representative Councillors shall 
similarly have ordinary place of business at the local 
municipal precinct, unless deployed to a specific ward; 

17.2.1.3 Part-time Proportional Representative Councillors 
deployed to a specific ward shall have their ordinary 
place of business in that particular ward; 

17.2.1.4 Part-time Ward Councillors shall have their ordinary 
place of business at their respective wards (ward 
office/home). 

18. QUALIFICATION REQUIREMENTS OR ENTITLEMENT TO A 

REIMBURSEMENT FOR TRAVEL 

18.1 A travel reimbursement may only be extended to Councillors that have 
included the travel allowance within the total remuneration package 
structure; 

18.2 All travel on business of the municipality must be approved as such 
before a Councillor is entitled to claim for the travel reimbursement. 

18.3 A Councillor will be reimbursed, in accordance with the kilometre tariff 
prescribed by the Department of Transport, for official business travel 
with their private vehicles; 

18.4 A travel reimbursement claim must be supported by proof of such 
travel and related documents; 

18.5 No travel claim will be paid, and no Councillor will be entitled to the 
reimbursement, if the travel is not related to the official business of the 
municipality. 
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19. PROCESS FOR TRAVEL REIMBURSEMENT 

19.1 The duly prescribed claim form must be fully completed by a Councillor; 

19.2 The prescribed form must be submitted, within predetermined dates, to 
the Budget and Treasury Department or the duly delegated official to be 
considered for reimbursement; 

19.3 All claims will be reimbursed or paid with the next salary of such a 
Councillor; 

19.4 A claim for a travel reimbursement must be supported by: - 

19.4.1 A logbook acceptable to SARS recording the official kilometres 
travelled in a defined month; 

19.4.2 Any relevant supporting documentation. 

19.5 Staff members and Councillors must submit S & T claims by the 14 th of 
every month to the Pay Office to be included in that month’s pay run. 

19.6 Staff members and Councillors must submit S & T Claims within three 
(3) months after the date of any trip undertaken on behalf of the 
municipality. 

20. COST OF MOVING / RELOCATION EXPENSES FOR SUCCESSFUL 

CANDIDATE 

20.1 The council shall pay newly recruited employees inclusive of Section 54 
and 56 appointees, accommodation and/or relocation expenses in respect 
of successful candidates for a period of one (1) month. The Municipality 
must obtain three (3) quotations and shall pay the amount equal to the 
lowest quotation. 

20.2 That should a staff member who have received benefit from the relocation 
expenses in paragraph 20.1 above, leave the employment of the 
Municipality within thirty-six (36) months from date of employment, such 
costs to be refunded to Council. 

20.3 Should the service of the employee be terminated by Council through no 
fault of his /her own, no refund shall be due to the Council. 

20.4 In respect of each month or part thereof from the date of termination of 
such services to the date when the thirty-six (36) months would have 
expired, refund 1/36 of the total cost of the assistance granted. 



21. LEGAL REQUIREMENTS 


In terms of Section 66 of the Municipal Finance Management Act No. 56 of 2003, the 
accounting officer of the municipality must report to the Council, in the format and for 
the period prescribed, all expenses relating to the Officials/Councillor’s salaries, 
allowances and benefits, separately disclosing (inter alia) travel, subsistence and 
accommodation allowances paid. 
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1. INTRODUCTION AND OBJECTIVE 


The Council’s objective is to ensure the long-term financially sustainability of the 
municipality with acceptable levels of service delivery to the community. 

This policy aims to set standards and guidelines towards ensuring financial 
viability over the short and long term and includes funding, reserves and 
provisions requirements. 


2. SECTION A: FUNDING POLICY 

2.1 LEGISLATIVE REQUIREMENTS 

In terms of Sections 18 and 19 of the Municipal Finance Management Act (Act No 
56 of 2003), an annual budget may only be funded from: 

2.1.1 Realistically anticipated revenues to be collected, including grants; 

2.1.2 Cash backed accumulated funds from previous years’ surpluses not 
committed for other purposes, and 

2.1.3 Borrowed funds, but only for capital projects. 

Furthermore, spending on a capital project may only be commenced once the 
funding sources have been considered, are available and have not been 
committed for other purposes. 

The requirements of the MFMA are clear in that the budget must be cash - 
funded, i.e. cash receipts inclusive of prior period cash surpluses committed to this 
specific budget, must equal or be more than cash paid. 

In determining whether the budget is actually cash funded and in addition ensuring 
long term financial sustainability, the municipality will use analytical processes, 
including those specified by National Treasury from time to time. 

2.2 STANDARD OF CARE 

Each functionary in the budgeting and accounting process must do so with 
judgment and care with the primary objective of ensuring that the objectives of this 
policy are achieved. 

2.3 STATEMENT OF INTENT 

The municipality will not pass a budget which is not cash funded or where any of 
the indicators as listed in this document are negative, unless acceptable reasons 
can be provided for non-compliance and provided that the requirements of the 
MFMA must at all times be adhered to. 
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2.4 CASH MANAGEMENT 


Cash must be managed in terms of the municipality’s Cash Management and 
Investment Policy. 

2.5 LIABILITY MANAGEMENT 

Debt must be managed in terms of the municipality’s Cash Management and 
Investment Policy. 

2.6 FUNDING OF THE OPERATING BUDGET 

2.6.1 INTRODUCTION 

The municipality’s objective is that the user of municipal resources must pay for 
such usage in the period in which it will occur. 

The municipality recognises the plight of the poor, and in line with national and 
provincial objectives, commits itself to subsidising services to the poor. This may 
necessitate cross-subsidisation in some tariffs to be calculated in the budget 
process. 

2.6.2 GENERAL PRINCIPLES WHEN COMPILING THE OPERATING BUDGET 

The following specific principles apply when compiling the budget: 

a) The budget must be cash-funded, i.e. revenue and expenditure 
projections must be realistic and the provision for impairment of 
receivables must be calculated on proven recovery rates; 

b) Growth parameters must be realistic and be based on historic 
patterns and adjusted for current reliable information; 

c) Tariff adjustments must be fair, taking into consideration general 
inflation indicators as well as the geographic region’s ability to pay; 

d) Revenue from Government Grants and Subsides must be in 
accordance with the amounts promulgated in the Division of Revenue 
Act, proven provincial transfers and any transfers from other 
municipalities; 

e) Projected revenue from service charges must be reflected as net (i.e. 
all billing less revenue foregone, including free basic services). 

f) Projected revenue from property rates must include all rates to be 
levied. 

g) For the purpose of the Cash Flow Budget all rebates and discounts 
must be deducted from the projected revenue. 
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h) Only changes in fair values related to cash may be included in the 
cash flow budget. Changes to unamortized discount must be included 
in the Operating Budget. Employee related costs include 
contributions to non-current and current employee benefits. It is 
acknowledged that the non-current benefits’ requirements are well 
above the initial cash capabilities of the municipality. It is therefore 
determined that the short-term expenditure portion of employee 
benefits be funded from the current year operating cash surplus. 

i) Depreciation must be fully budgeted for in the operating budget. The 
funded and unfunded portion will be determined during the budgeting 
process. 

j) Contributions to provisions (non-current and current) do not form part 
of the cash flow for provisions, except for the current portion of post¬ 
retirement benefits relating to continued members for medical aid, 
long service awards and leave. It is necessary to provide for an 
increase in cash resources in order to comply with the conditions of 
the provision at the time when it is needed. 


2.7 FUNDING OF THE CAPITAL BUDGET 

2.7.1 INTRODUCTION 

The municipality’s objective is to maintain, through proper maintenance and 
replacement measures, existing levels of service and to improve and implement 
services which are neglected or non-existent. 

In order to achieve this objective, the municipality must annually, within financial 
means, budget for the replacement of redundant assets as well as new assets. 

2.7.2 FUNDING SOURCES FOR CAPITAL EXPENDITURE 

The capital budget can be funded by way of own cash, grants, public contributions 
as well as external loans. 

Cash 

The capital budget or portions thereof may also be funded from surplus cash 
generated in previous financial years. The cash must already be available and not 
be committed for other purposes or expected to be generated in the current or 
future years. The allocations of the funding sources from own contributions will be 
determined during the budget process. 



Grants (Including Public Contributions) 

Grants for capital expenditure have become a common practice, especially in 
order to extend service delivery to previously disadvantaged areas. While such 
grants are welcomed, care should also be taken that grant funding does not place 
an unreasonable burden on the residents for future maintenance costs which may 
be higher than their ability to pay. 

The Accounting Officer will annually evaluate the long-term effect of unusual 
capital grants on future tariffs, and if deemed necessary, report on such to 
Council. 

Depreciation charges on assets financed from grants and donations must not 
have a negative effect on tariffs charged to the users of such assets. The 
Accounting Officer will put such accounting measures in place as to comply with 
this requirement as far as possible. 

MFMA Circular 48, read with MFMA Circular 58 and 75, states that municipalities 
may treat the reclaimed VAT in respect of the expenditure from conditional grant 
funds as “own revenue”. The municipality elects to utilise the full grant funding for 
the grant related projects. 

External Loans 

The municipality may only raise loans in accordance with its Cash Management 
and Investment Policy. 

The Accounting Officer must also put such accounting measures in place to 
ensure that no unspent portions of loans raised, be included in the cash surplus 
for the year. 

2.8 FUNDING COMPLIANCE MEASUREMENT 

2.8.1 INTRODUCTION 

The municipality must ensure that the annual budget or any subsequent 
adjustments budget complies with the requirements of the MFMA and this policy. 

For this purpose, a set of indicators must be used as part of the budget process. 
These indicators include all the indicators as recommended by National Treasury 
as well as any additional indicators detailed in this policy. 

2.8.2 CASH AND CASH EQUIVALENTS AND INVESTMENTS 

A positive Cash and Cash Equivalents position should be maintained throughout 
the year. 
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2.8.3 CASH PLUS INVESTMENTS LESS APPLICATION OF FUNDS 

The overall cash position of the municipality must be sufficient to include: 

a) unspent conditional grants; 

b) unspent conditional public contributions; 

c) unspent borrowings; 

d) VAT due to SARS; 

e) ceded investments; 

f) the cash portion of statutory funds such as the Housing Development Fund 
(MHOA); 

g) other working capital requirements; and 

h) the cash position must be sufficient to back reserves as approved by the 
municipality and those portions of provisions as indicated in this policy. 

INDICATORS 

2.8.4 MONTHLY AVERAGE PAYMENTS COVERED BY CASH AND CASH 

EQUIVALENTS (“CASH COVERAGE”) 

This indicator shows the level of risk should the municipality experience financial 
stress. 

2.8.5 SURPLUS/DEFICIT EXCLUDING DEPRECIATION OFFSETS 

It is probable that the operating budget including depreciation charges on assets 
funded by grants and public contributions, as well as on revalued assets, will 
result in a deficit. 

As determined elsewhere in this policy it is not the intention that residents be 
burdened with tariff increases to provide for such depreciation charges. In order 
to ensure a “balanced” budget, the cash position must be determined. 

Should a budget result in a deficit cash position, the budget will be deemed 
unfunded and must be revised. 

2.8.6 PROPERTY RATES / SERVICE CHARGES REVENUE PERCENTAGE 
INCREASE LESS MACRO INFLATION TARGET 


The intention of this indicator is to ensure that tariff increases are in line with 
macro-economic targets, but also to ensure that revenue increases for the 
expected growth in the geographic area are realistically calculated. 


2.8.7 CASH COLLECTION % RATE 

The objective of this indicator is to establish whether the projected cash to be 
collected is realistic and complies with section 18 of the MFMA. 
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The collection rate for calculating the provision for impairment of receivables must 
be based on past and present experience. Past experience refers to the collection 
rates of the prior years and present experience refers to the collection rate of the 
current financial year as from 1 July. 

It is not permissible to project a collection rate higher than the current rate. Any 
improvement in collection rates during the budget year may be appropriated in an 
Adjustments Budget. 

2.8.8 DEBT IMPAIRMENT EXPENSE AS A PERCENTAGE OF BILLABLE 
REVENUE 

This indicator provides information as to whether the contribution to the provision 
for impairment of receivables is adequate. In theory it should be equal to the 
difference between 100% and the cash collection rate, but other factors such as 
past performance can have an influence on it. Any deviation must be motivated in 
the budget report. 

2.8.9 BORROWING AS A PERCENTAGE OF CAPITAL EXPENDITURE 
(EXCLUDING GRANTS AND CONTRIBUTIONS) 

This indicator provides information as to compliance with the MFMA in 
determining borrowing needs. The Accounting Officer must ensure compliance 
with the Municipality’s Cash Management and Investment Policy. 

2.8.10 GRANT REVENUE AS A PERCENTAGE OF GRANTS AVAILABLE 

The percentage attained should never be less than 100% and the recognition of 
expected unspent grants at the current year-end as revenue in the next financial 
year must be substantiated in a report. 

2.8.11 CONSUMER DEBTORS CHANGE (CURRENT AND NON-CURRENT) 

The object of the indicator is to determine whether budgeted reductions in 
outstanding debtors are realistic. 

Any unacceptably high increase in either current or non-current debtors’ balances 
should be investigated and reported. 

2.8.12 REPAIRS AND MAINTENANCE EXPENDITURE LEVEL 

Property Plant and Equipment should be maintained properly at all times in order 
to ensure sustainable service delivery. The budget should allocate sufficient 
resources to maintain assets and care should be exercised not to allow a declining 
maintenance program in order to fund other less important expenditure 
requirements. 

Similarly, if the maintenance requirements become excessive, it could indicate 
that a capital renewal strategy should be implemented or reviewed. 
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2.8.13 ASSET RENEWAL/REHABILITATION EXPENDITURE LEVEL 


This indicator supports further the indicator for repairs and maintenance. 

The Accounting Officer must, as part of the capital budget, indicate whether each 
project is a new asset or a replacement/renewal asset in order to determine 
whether the renewal program is sufficient or needs revision. 

3 SECTION B: RESERVES AND PROVISIONS POLICY 

3.1 INTRODUCTION 

Fund accounting historically formed the major component of municipal finance in 
the IMFO standards. 

After the change to Generally Recognised Accounting Practice (GRAP), fund 
accounting is no longer allowed. 

The municipality, however, recognizes the importance of providing to the 
municipality itself, as well as its creditors, financiers, staff, and general public a 
measure of protection for future losses, as well as providing the necessary cash 
resources for future capital replacements and other current and non-current 
liabilities. 

This policy therefore aims to provide for a measure of protection by creating 
certain reserves and provisions. 

3.2 LEGAL REQUIREMENTS 

There are specific legal requirements for the creation of reserves, such as the 
Housing Development Fund. The GRAP Standards themselves do not provide for 
reserves, although certain provisions are required in terms of GRAP 

3.3 TYPES OF RESERVES / PROVISIONS 

Reserves / Provisions can be classified into two main categories being “cash 
funded” and “non-cash funded". 

3.3.1 CASH FUNDED RESERVES 

In order to provide for sufficient cash resources for future expenditure, the 
municipality hereby approves the establishment of the following reserves: 

a) Statutory reserves 

It may be necessary to create reserves prescribed by law, such as the Housing 
Development Fund (MHOA). The Accounting Officer must create such reserves 
according to the directives in the relevant laws. 
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b) Self-Insurance reserves 


The Municipality has a Self-Insurance Reserve to set aside amounts to offset 
potential losses or claims that are not insured externally. This Reserve is ring- 
fenced within the accumulated surplus. Contributions to the Fund are considered 
annually during the Budget process. 

3.3.2 NON - CASH FUNDED RESERVES / PROVISIONS 

On occasion it is necessary to create non-cash funded reserves. The Accounting 
Officer must create reserves prescribed by the accounting standards, such as the 
Revaluation Reserve, if required, and provisions such as post-retirement benefits 
and rehabilitation of land fill sites. 


3.4 ACCOUNTING FOR RESERVES AND PROVISIONS 

3.4.1 REVALUATION RESERVE 

The accounting for the Revaluation Reserve must be done in accordance with the 
requirements of GRAP 17. 

3.4.2 OTHER RESERVES 

The accounting for all other reserves must be processed through the Statement of 
Financial Performance. The required transfer to or from the reserves must be 
processed in the Statement of Net Assets to or from the accumulated surplus. 

In terms of GRAP1, transactions may be directly appropriated against these 
reserves. 

3.4.3 PROVISIONS 

Provisions are established from contributions appropriated in the annual budget. 
Currently, the long-term portions of provisions are non-cash funded and are 
covered by non-current assets. 

4. SECTION C: REVIEW OF THE POLICY 

This policy shall be reviewed on an annual basis, to ensure that it is in line with the 
municipality’s strategic objectives and with legislation. 
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DEFINITIONS 


-Accounting Officer"- 

(a) means the municipal official referred to in Section 60 of the Municipal Finance 
Management Act No. 56 of 2003, and includes a person acting as the Accounting 
Officer; 

“Allocation", means- 

(a) a municipality's share of the local government's equitable share referred to in 
section 214(1) (a) of the Constitution; 

(b) an allocation of money to a municipality in terms of section 214(1) (c) of the 
Constitution; 

(c) an allocation of money to a municipality in terms of a provincial budget; or 

(d) any other allocation of money to a municipality by an organ of state, including by 
another municipality, otherwise than in compliance with a commercial or other 
business transaction; 

"Annual Division of Revenue Act" means the Act of Parliament, which must be 
enacted annually in terms of section 214 (1) of the Constitution; 

"Approvedbudget,” means an annual budget- 

(a) approved by a municipal council, or 

(b) includes such an annual budget as revised by an adjustments budget in terms of 
section 28 of the MFMA; 

“Basic Municipal Service" means a municipal service that is necessary to ensure 
an acceptable and reasonable quality of life and which, if not provided, would 
endanger public health or safety or the environment; 

"Budget-re/afed Policy" means a policy of a municipality affecting or affected by 
the annual 

budget of the municipality, including- 

(a) the tariffs policy, which the municipality must adopt in terms of section 74 of the 
Municipal Systems Act; 

(b) the rates policy which the municipality must adopt in terms of legislation 
regulating municipal property rates; or 

(c) the credit control and debt collection policy, which the municipality must adopt in 
terms of section 96 of the Municipal Systems Act; 

"Budget Year" means the financial year of the municipality for which an annual 
budget is to be approved in terms of section 16(1) of the MFMA; 

“chief financial officer” means a person designated in terms of section 80(2) (a) of 
the 

MFMA; 

“councillor” means a member of a municipal council; 

"creditor", means a person/entity to whom money is owed by the municipality; 
"current year" means the financial year, which has already commenced, but not yet 
ended; 

"delegation”, in relation to a duty, includes an instruction or request to perform or to 
assist in 

performing the duty; 

"financial recovery plan" means a plan prepared in terms of section 141 of the 
MFMA 

"financial statements", means statements 
consisting of at least- 



(a) a statement of financial position; 

(b) a statement of financial performance; 

(c) a cash-flow statement; 

(d) any other statements that may be prescribed; and 

(e) any notes to these statements; 

financial year" means a twelve-month period commencing on 1 July and ending on 
30 June each year 

"financing agreement” includes any loan agreement, lease, and instalment 
purchase 

contract or hire purchase arrangement under which a municipality undertakes to 
repay a long-term debt over a period of time; 

"fruitless and wasteful expenditure” means expenditure that was made in vain 
and would have been avoided had reasonable care been exercised; 

"irregular expenditure”, means- 

fa) expenditure incurred by a municipality or municipal entity in contravention of, or 
that is not in accordance with, a requirement of the MFMA Act, and which has not 
been condoned in terms of section 170 of the MFMA; 

(b) expenditure incurred by a municipality or municipal entity in contravention of, or 
that is not in accordance with, a requirement of the Municipal Systems Act, and 
which has not been condoned in terms of that Act; 

(c) expenditure incurred by a municipality in contravention of, or that is not in 
accordance with, a requirement of the Public Office-Bearers Act, 1998 (Act No 20 of 
1998); or 

(d) expenditure incurred by a municipality or municipal entity in contravention of, or 
that is not in accordance with, a requirement of the supply chain management policy 
of the municipality or entity or any of the municipality's by-laws giving effect to such 
policy, and which has not been condoned in terms of such policy or by-law, but 
excludes expenditure by a municipality which falls within the definition of 
"unauthorised expenditure"; 

"investment", in relation to funds of a municipality, means- 
fa) the placing on deposit of funds of a municipality with a financial institution; or 
(b) the acquisition of assets with funds of a municipality not immediately required, 
with the primary aim of preserving those funds; 

"lender”, means a person/financial institution who provides debt finance to a 
municipality; 

"local community” has the meaning assigned to it in section 1 of the Municipal 
Systems Act; 

Municipal Structures Act" means the Local Government: Municipal Structures 
Act, 1998 

(Act No. 117 of 1998); 

Municipal Systems Act" means the Local Government: Municipal Systems Act 
2000 

(Act No. 32 of 2000); 

“long-term debt" means debt repayable over a period exceeding one year; 
"executive mayor” means the councillor elected as the executive mayor of the 
municipality in terms of section 55 of the Municipal Structures Act; 

"municipal council" or "council” means the council of a municipality referred to in 
section 18 of the Municipal Structures Act; 



"municipal debt instrument" means any note, bond, debenture or other evidence 
of indebtedness issued by a municipality, including dematerialised or electronic 
evidence of indebtedness intended to be used in trade; 

"municipal entity" has the meaning assigned to it in section 1 of the Municipal 
Systems Act (refer to the MSA for definition); 

"municipality”- 

(a) when referred to as a corporate body, means a municipality as described in 
section 2 of the Municipal Systems Act; or 

(b) when referred to as a geographic area, means a municipal area determined in 
terms of the Local Government: Municipal Demarcation Act, 1998 (Act No 27 of 
1998); 

"municipal service" has the meaning assigned to it in section 1 of the Municipal 
Systems Act (refer to the MSA for definition); 

"municipal tariff" means a tariff for services which a municipality may set for the 
provision of a service to the local community, and includes a surcharge on such 
tariff; 

"municipal tax" means property rates or other taxes, levies or duties that a 
municipality may impose; 

"National Treasury" means the National Treasury established by section 5 of the 
Public Finance Management Act; 

"official", means- 

fa) an employee of a municipality or municipal entity; 

(b) a person seconded to a municipality or municipal entity to work as a member of 
the staff of the municipality or municipal entity; or 

(c) a person contracted by a municipality or municipal entity to work as a member of 
the staff of the municipality or municipal entity otherwise than as an employee; 
"overspending"- 

(a) means causing the operational or capital expenditure incurred by the municipality 
during a financial year to exceed the total amount appropriated in that year's budget 
for its operational or capital expenditure, as the case may be; 

(b) in relation to a vote/function, means causing expenditure under the vote/function 
to exceed the amount appropriated for that vote/function; or 

(c) in relation to expenditure under section 26 of the MFMA, means causing 
expenditure under that section to exceed the limits allowed in subsection (5) of this 
section; 

"past financial year" means the financial year preceding the current year; 

"quarter" means any of the following periods in a financial year: 

(a) 1 July to 30 September; 

(b) 1 October to 31 December; 

(c) 1 January to 31 March; or 

(d) 1 April to 30 June; 

"service delivery and budget implementation plan" means a detailed plan 
approved by the executive mayor of a municipality in terms of section 53(l)(c)(ii) of 
the MFMA for implementing the municipality's delivery of municipal services and its 
annual budget, and which must indicate- 

(a) projections for each month of- 

(i) revenue to be collected, by source; and 

(ii) operational and capital expenditure, by vote/function; 

(b) service delivery targets and performance indicators for each quarter; and 



(c) any other matters that may be prescribed, and includes any revisions of such 
plan by the executive mayor in terms of section 54(1) (c) of the MFMA; 

"short-term debt" means debt repayable over a period not exceeding one year; 
"standards of generally recognised accounting practice,” means an accounting 
practice 

complying with standards applicable to municipalities or municipal entities as 
determined by the Accounting Standards Board 

"unauthorised expenditure", means any expenditure incurred by a municipality 
otherwise than in accordance with section 15 or 11(3) of the MFMA, and includes- 

(a) overspending of the total amount appropriated in the municipality's approved 
budget; 

(b) overspending of the total amount appropriated for a vote/function in the approved 
budget; 

(c) expenditure from a vote/function unrelated to the department or functional area 
covered by the vote; 

(d) expenditure of money appropriated for a specific purpose, otherwise than for that 
specific purpose; 

(e) spending of an allocation referred to in paragraph (b), (c) or (d) of the definition of 
"allocation" otherwise than in accordance with any conditions of the allocation; or 

(f) a grant by the municipality otherwise than in accordance with the MFMA; 
"virement" means transfer of funds between functions / votes 

"vote"/ “function” means- 

(a) one of the main segments into which a budget of a municipality is divided for the 
appropriation of money for the different departments or functional areas of the 
municipality; and 

(b) which specifies the total amount that is appropriated for the purposes of the 
department or functional area concerned. 



1. INTRODUCTION 

The Budget process of the Municipality is regulated by Chapter 4 of the Municipal 
Finance Management Act, No. 56 of 2003 (MFMA). 

In terms of the Municipal Finance Management Act, No. 56 of 2003, Chapter 4 on 
Municipal Budgets, Subsection (16), states that the council of a municipality must for 
each financial year approve an annual budget for the municipality before the start of 
that financial year. According to subsection (2) of the Act concerned, in order to comply 
with subsection (1), the mayor of the municipality must table the annual budget at a 
council meeting at least 90 days before the start of the budget year. 

This policy must be read, analysed, explained, interpreted, implemented and 
understood against this legislative background. The budget plays a critical role in an 
attempt to realise diverse community needs. Central to this, the formulation of a 
municipality budget must take into account the government’s macro-economic and 
fiscal policy fundamentals. In brief, the conceptualisation and the operationalisation of 
the budget must be located within the national government’s policy framework. 


2. OBJECTIVE 

The objective of the budget policy is to set out: 

> The principles which the municipality will follow in preparing each medium term 
revenue and expenditure framework budget, 

> The responsibilities of Council, the mayor, the accounting officer, the chief financial 
officer and other senior managers in compiling the budget 

> To establish and maintain procedures to ensure adherence to the IDP review and 
budget processes. 

3. BUDGETING PRINCIPLES 

(a) The municipality shall not budget for a deficit except to the extent that the deficit 
arises as a result of depreciation that the municipality cannot afford to fully fund. 

(b) The municipality should also ensure that revenue projections in the budget are 
realistic taking into account actual collection levels in conjunction with historic trends. 

(c) Expenses may only be incurred in terms of the approved annual budget (or 
adjustments budget) and within the limits of the amounts appropriated for each 
vote/function in the approved budget. 

(d) The Municipality shall prepare a three-year budget (medium term revenue and 
expenditure framework (MTREF) which will be reviewed annually and approved by 
Council. 

(e) The MTREF budget must at all times be within the framework of the Municipal 
Integrated Development Plan. 



4. BUDGET PREPARATION PROCESS 


4.1. Formulation of the budget 

(a) The Accounting Officer with the assistance of the Chief Financial Officer and the 
Heads responsible for IDP and Performance Management shall draft the Schedule of 
key deadlines for the budget and allied processes for the municipality and its municipal 
entities for the ensuing financial year. 

(b) The schedule of key deadlines shall indicate the processes relative to the review 
of the IDP as well as the preparation of the medium term revenue and expenditure 
framework budget and the revision of the annual budget. Such target dates shall follow 
the prescriptions of the Municipal Finance Management Act as well as the guidelines 
set by National Treasury. 

(c) The mayor shall table the IDP process plan as well as the budget timetable to 
Council by 31 August each year for approval (10 months before the start of the next 
budget year). 

(d) IDP Strategic workshop shall be convened in October/November with senior 
managers in order to determine the IDP priorities which will form the basis for the 
preparation of the MTREF budget taking into account the financial and political 
pressures facing the municipality. 

(e) The Mayor shall table the draft IDP and MTREF budget to council by 31 March (90 
days before the start of the new budget year) together with the draft resolutions and 
budget related policies (policies on tariff setting, credit control, debt collection, 
indigents, investment and cash management, funding and reserves, etc). 

(f) The Chief Financial Officer and senior managers of all departments undertake the 
technical preparation of the budget together with the Budget Office. 

(g) The budget must be in the format prescribed by National Treasury, and must be 
divided into a capital and operational budget. The budget must be prepared on the 
MSCOA format. 

(h) The budget must reflect the realistically expected revenues by major source for the 
budget year concerned. 

(i) The budget must also contain the information related to the two financial years 
following the financial year to which the budget relates, as well as the actual revenues 
and expenses for the prior year, and the estimated revenues and expenses for the 
current year. 

4.2. Public participation process 

Immediately after the draft annual budget has been tabled, the municipality must 
convene public participation meetings on the draft budget in April and invite the public 
and stakeholder organisations, to make representations and to submit comments in 



response to the draft budget within stipulated timeframes as indicated by the 
municipality at these meetings and in notices published in local newspapers. 
Invitations to the public and stakeholder organisations will be made via advertisements 
in any of the local newspapers. 

4.3. Approval of the budget 

(a) Per legislation, Council shall consider the next medium term expenditure 
framework budget for approval not later than 31 May (at least 30 days before the start 
of the budget year). 

(b) The annual budget must be approved before the start of the financial year. 

(c) Should the municipality fail to approve the budget before the start of the budget 
year, the mayor must inform the MEC for Finance that the budget has not been 
approved. 

(d) The budget tabled at Council for approval shall include, inter alia the following draft 
resolutions: 

i. draft resolutions approving the budget and levying property rates, other taxes and 
tariffs for the financial year concerned; 

ii. draft resolutions approving measurable performance objectives for each budget 
vote, taking into account the municipality's IDP; 

iii draft resolutions approving any proposed amendments to the IDP; 

iv. draft resolutions approving any proposed amendments to the budget-related 
policies; 

v. draft resolutions approving the contents of the annual budget and supporting 
documents in terms of Section 17 of the MFMA 


4.4. Publication and submission of the budget 

4.4.1 Draft Annual Budget 

(a) Immediately after the draft annual budget is tabled the Accounting Officer (AO) 
must make public the draft annual budget and its supporting documents and invite the 
local community to submit representations in respect of the draft annual budget. 

(b) Therefore the Manager Budget on behalf of the AO must place the budget and 
other budget related documentation onto the municipal website so that it is accessible 
to the public as well as submit both the printed and electronic formats to the National 
Treasury, the Provincial Treasury and any other prescribed Organs of State affected 
by the Budget. 

(c) The draft budget together with other budget related documentation including the 
Council Resolution approving the draft budget must be placed on the municipal 
website and submitted in electronic formation to Provincial and National Treasury on 
the next working day after the budget was tabled in Council. The hard copies must be 
submitted to National and Provincial Treasury within the timeframes as stipulated in 
the MFMA Budget Circular released by National Treasury for that particular year. 

4.4.2 Approved Annual Budget 

(a) Within ten working days after the municipal council has approved the annual 
budget of a municipality, the municipal manager must in accordance with section 21A 



of the Municipal Systems Act make public the approved annual budget and supporting 
documentation and the resolutions referred to in section 24 (2) (c) of the Municipal 
Finance Management Act No 56 of 2003; 

(b) Within ten working days after the municipal Council has approved the annual 
budget, the municipal manager must submit to the National Treasury and the relevant 
provincial treasury, in both printed and electronic form— 

> the supporting documentation within ten working days after the municipal council 
has approved the annual budget; 

> the approved service delivery and budget implementation plan within ten working 
days after the mayor has approved the plan; and 

> any other information as may be required by the National Treasury. 

4.5. Service Delivery and Budget Implementation Plan (SDBIP) 

(a) The Mayor must approve the Service Delivery and Budget Implementation Plan 
not later than 28 days after the approval of the Budget by Council. 

(b) The SDBIP shall include the following components: 

i. Monthly projections of revenue to be collected for each source 

ii. Monthly projections of expenditure (operating and capital) and revenue for each vote 

iii. Quarterly projections of service delivery targets and performance indicators for each 
vote 

iv. Ward information for expenditure and service delivery 

v. Detailed capital works plan broken down by ward over three years 

5. CAPITAL BUDGET 

(a) The capital budget shall distinguish between rehabilitated, replacements and new 
infrastructure. 

(b) A municipality may spend money on a capital project only if the money for the 
project has been appropriated in the capital budget. 

(c) The envisaged sources of funding for the capital budget must be properly 
considered and the Council must be satisfied that this funding is available and has not 
been committed for other purposes. 

(d) Before approving a capital project, the Council must consider: 

i. the projected cost of the project over all the ensuing financial years until the project 
becomes operational, 

ii. future operational costs and any revenues, which may arise in respect of such 
project, including the likely future impact on operating budget (i.e. on property rates 
and service tariffs). 

iii. the impact on the present and future operating budgets of the municipality in relation 
to finance charges to be incurred on external loans, 

iv. Impact on depreciation of fixed assets, 

v. Impact maintenance of fixed assets, and 

iv. any other ordinary operational expenses associated with any item on such capital 
budget. 




(c) The operating budget shall reflect the impact of the capital component on: 
depreciation charges 
repairs and maintenance expenses 
interest payable on external borrowings 
other operating expenses. 


7. FUNDING OF CAPITAL AND OPERATING BUDGET 

(a) The budget may be financed only from: 

i. realistically expected revenues, based on current and previous collection levels; 

ii. cash-backed funds available from previous surpluses where such funds are not 
required for other purposes; and 

iii. borrowed funds in respect of the capital budget only. 

8. UNSPENT FUNDS / ROLLOVER OF BUDGET 

(a) The appropriation of funds in an annual or adjustments budget will lapse to the 
extent that they are unspent by the end of the relevant budget year, but except for 
funds relating to capital expenditure. 

(b) Only unspent grants (if the conditions for such grant funding allows that) or loan 
funded capital budget may be rolled over to the next budgeted year 

(c) Conditions of the grant fund shall be taken into account in applying for such 
rollover of funds 

(d) Application for rollover of funds shall be submitted to National Treasury by 
30 August and if approved it will be included in the adjustments budget. 

(f) No unspent operating budget shall be rolled over to the next budget year 


9. VIREMENTS BUDGET/ BUDGET TRANSFERS 

The virements budget is covered in detail in a separate policy. The virement policy 
applies to transfers between line items within functions/sub-functions. Virements can 
only take place within a function or sub-function and the same source of funding. 


10. ADJUSTMENT BUDGET 

(a) The chief financial officer shall ensure that the adjustments budgets comply with 
the requirements of the National Treasury, reflect the budget priorities and are aligned 
with the I DP, and comply with all budget-related policies, and shall make 
recommendations regarding the revision of the IDP, SDBIP and the budget-related 
policies that may arise out of these adjustments to the budget. 

(b) Council may revise its annual budget by means of an adjustments budget as 
prescribed by legislation in terms of section 28 of the MFMA and regulation 23 of The 
Municipal Budget and Reporting regulations, which provides inter alia for the following: 



(e) Council shall approve the annual or adjustment capital budget only if it has been 
properly balanced and fully funded. 

(f) The capital expenditure shall be funded from the following sources: 

Revenue or Surplus 

(a) If any project is to be financed from revenue this financing must be included in the 
cash budget to raise sufficient cash for the expenditure. 

(b) If the project is to be financed from surplus there must be sufficient cash available 
at the time of execution of the project. 

External loans 

(a) External loans can be raised only if it is linked to the financing of an asset 

(b) A capital project to be financed from an external loan can only be included in the 
budget if the loan has been secured or if it can be reasonably assumed as being 
secured 

(c) The loan redemption period should in the main not exceed the estimated life 
expectancy of the asset 

(d) Interest payable on external loans shall be included as a cost in the revenue budget 

(e) Finance charges relating to such loans shall be charged to or apportioned only 
between the departments or votes/function to which the projects relate. 

(f) The provisions of Section 46 of the Municipal Finance Management Act No. 56 of 
2003 must also be complied with. 


Grant Funding 

(a) Non capital expenditure funded from grants must be budgeted for as part of the 
revenue budget; 

(b) Interest earned on investments of Conditional Grant Funding shall be capitalised 
if the conditions state that interest should accumulate in the fund. If there is no 
condition stated, the interest can then be allocated directly to the revenue 
accounts. 

6. OPERATING BUDGET 

(a) When considering the draft annual budget, council shall consider the impact, 
which the proposed increases in rates and service tariffs will have on the monthly 
municipal accounts of households. 

(b) The impact of such increases shall be assessed on the basis of a fair sample of 
randomly selected accounts. 



for revising the projections of revenues and expenses set out in the service delivery 
and budget implementation plan. 

11.2.4 MSCOA PORTAL UPLOADS 

MSCOA monthly actuals must be uploaded on the National Treasury Portal within ten 
working days of the start of the month. Quarterly uploads of actuals, investments and 
borrowings must be done within 30 days of the end of the quarter. 

12. PUBLICATION OF DOCUMENTS 

The respective Heads must place on the municipality’s official website the following: 
the annual and adjustments budgets and all budget-related documents; 
all budget-related policies; 

■ the integrated development plan 
• the annual report; 
all performance agreements; 
all service delivery agreements; 
all long-term borrowing contracts; 

all quarterly and mid-year reports submitted the Council on the implementation of the 
budget and the financial state of affairs of the municipality. 



(i) An adjustment budget may be tabled in the Municipal Council at any time after the 
Mid-year Budget and Performance Assessment has been tabled in the Council, but 
not later than 28 February of the current year. 

(ii) Only one adjustment Budget referred to above may be tabled in the Municipal 
Council during a financial year, except: 

• when additional revenues are allocated to a municipality in a national or provincial 
adjustment budget or via institutional grants 

• to authorise unforeseen and unavoidable expenditure 

• to authorise roll-overs from the previous financial year 

(c) An adjustments budget must contain all of the following: 

i. an explanation of how the adjustments affect the approved annual budget; 

ii. appropriate motivations for material adjustments; and 

iii. an explanation of the impact of any increased spending on the current and future 
annual budgets. 

(d) Any unappropriated surplus from previous financial years, if fully cash backed, may 
be used to balance any adjustments budget. 

(e) Municipal taxes and tariffs may not be increased during a financial year except if 
required in terms of a financial recovery plan. 

(f) Unauthorised expenses may be authorised in an adjustments budget. 

(g) In regard to unforeseen and unavoidable expenditure, the following apply: 

i. The Mayor may authorise such expenses in an emergency or other exceptional 
circumstances; 

ii. Any such expenditure-: 

> Must be in accordance with any framework that may be prescribed; 

> May not exceed R15 million; 

> Must be reported by the Mayor to the Municipal Council at its next meeting; 

> And must be appropriated in an adjustments budget which must be passed 
within 60 days of such expenditure being incurred. 


11. BUDGET IMPLEMENTATION 


11.1 Monitoring 

(a) The accounting officer with the assistance of the chief financial officer and other 
senior managers are responsible for the implementation of the budget, and must take 
reasonable steps to ensure that: 

- funds are spent in accordance with the budget; 

- expenses are reduced if expected revenues are less than projected; and 

- revenues and expenses are properly monitored. 

b) The Accounting officer with the assistance of the chief financial officer must prepare 
an adjustments budget when such budget is necessary and submit it to the Mayor for 
consideration and tabling to Council. 




c) The Accounting officer must report in writing to the Council any impending shortfalls 
rn the annual revenue budget, as well as any impending overspending, together with 
the steps taken to prevent or rectify these problems. 


11.2 Reporting 

11.2.1 Monthly budget statements 

a) The accounting officer with the assistance of the chief financial officer must, not 
later than ten working days after the end of each calendar month, submit to the Mayor 
and Provincial and National Treasury a report in the prescribed format on the state of 
the municipality s budget for such calendar month, as well as on the state of the budqet 
cumulatively for the financial year to date. a 


This report must reflect the following: 

i) actual revenues per source, compared with budgeted revenues- 
n) actual expenses per vote, compared with budgeted expenses; ’ 
iii) actual capital expenditure per vote, compared with budgeted expenses; 
budget- 31 borrowin9S ’ com P ared with the borrowings envisaged to fund the capital 

v) the amount of grant - allocations received, compared with the budgeted amount; 

vi) actual expenses against allocations, but excluding expenses in respect of the 

equitable share; K 

vii) explanations of any material variances between the actual revenues and expenses 
as indicated above and the projected revenues by source and expenses by vote as 
set out in the service delivery and budget implementation plan; 

viii) the remedial or corrective steps to be taken to ensure that the relevant projections 
remain within the approved or revised budget; and 

ix) projections of the revenues and expenses for the remainder of the financial year 

together with an indication of how and where the original projections have been 
revised. 

b) The report to the National and provincial Treasuries must be both in electronic 
format and in a signed printed formats. 


11.2.2 Quarterly Reports 

a) The Mayor must submit to Council within thirty days of the end of each quarter a 

report on the implementation of the budget and the financial state of affairs of the 
municipality. 


11.2.3 Mid-year budget and performance assessment 

f) The Accounting officer must assess the budgetary performance of the municipality 
for the first half of the financial year, taking into account all the monthly budget reports 
for the first six months, the service delivery performance of the municipality as against 
the service delivery targets and performance indicators which were set in the service 
delivery and budget implementation plan. 

52 Th ^ ^ cc ° untin 9 offi cer must then submit a report on such assessment to the Mayor 
(bxco) by 25 January each year and to Council, Provincial Treasury and National 
Treasury by 31 January each year. 

c) The Accounting officer may in such report make recommendations after considerinq 
the recommendation of the Chief Financial Officer for adjusting the annual budget and 



